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THE ADMINISTRATION’S 1982 NATIONAL URBAN
POLICY REPORT

TUESDAY, JULY 13, 1982

CONGRESS OF THE UNITED STATES,
Joint Economic COMMITTEE,
Washington, D.C.

The committee met, pursuant to notice, at 9:30 a.m., in room
2359, Rayburn House Office Building, Hon. Henry S. Reuss (chair-
man of the committee) presiding.

Present: Representatives Reuss, Mitchell, Richmond, Heckler,
Wrylie, and Crockett.

Also present: Louis C. Krauthoff II, assistant director; Betty
Maddox, assistant director for adminstration; and Bill Maddox,
Deboll;ah Matz, Robert Premus, and Nat Thomas, professional staff
members.

OPENING STATEMENT OF REPRESENTATIVE REUSS, CHAIRMAN

Representative REuss. We'll be in order for a series of hearings
on the President’s 1982 National Urban Policy Report.

Section 703 of the Housing and Community Development Act of
1977 requires the President to ‘‘submit to the Congress, during Feb-
rulairy of every even-numbered year, a report on national urban
po cy‘!’

I stress the words “‘the President” because I drafted those words,
a.ndtallbelieve that it should be the President who makes the sub-
mittal. _

The purpose in Congress mind was to require the President every
2 years to collect his thoughts on national policy toward our cities,
which is where the vast majority of Americans live, and to present
those thoughts for discussion and analysis to Congress and the
Nation. We envisaged this interplay between the administration
and the Congress on urban policy as somewhat similar to the inter-
play which occurs every year on economic policy in the President’s
Economic Report.

The urban report, as I said, was due last February, this year of
1982 being an even-numbered year. When it failed to reach Capitol
Hill, I wrote to the President and to Housing and Urban Develop-
ment Secretary Samuel Pierce a number of times. Finally, last
month, since we still did not get the report, we of the committee
felt that we had no choice but to schedule today’s hearing on a
ready-or-not basis. Happily, the urban policy report was issued last
Friday, July 9, and is in its official form before us today.
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I noted earlier that this is a report by the President. And I'm
thus, a little disturbed that, according to press accounts, the Presi-
dent has denied his child. He has said that he doesn’t ob_]ect to the
report, but that it really isn’t his report.

Well, this is a little bit, Congressman Mitchell, as if in World
War II, when you and I were fighting under the general leadership
of General Eisenhower, he had said that he didn’t object to the
war, but, of course, he wouldn’t want to be called upon to say
whether he publicly supported it or not. [Laughter.]

I would hope that Secretary Pierce could perhaps clear up this
matter of parenthood today.

After that, we’ll hear from a number of witnesses on their gener-
al reaction to the report. We're going to have such witnesses as
Mayor Coleman Young of Detroit, Mayor Charles Royer of Seattle,
two of our energetic livewire mayors who, in the recent past, have
shown zeal and enthusiasm about doing what they could for their
beleaguered cities.

The press will, I know, be alert to detect whether it has impared
their moral fiber in any way. And we’ll have a chance to examine
them on that.

Tomorrow, under the leadership of Congressman Mitchell, we’ll
hear other witnesses on particular problems of the city—health,
welfare, education, infrastructure, jobs, economic opportunity, edu-
cation, and public safety.

Then, this Thursday, our witnesses will zero in on how State and
local governments may be made more modern and efficient and
what the Federal Government can do to encourage that.

Next Monday we'll hear from a number of witnesses on ways in
which the private sector may cooperate to help save our cities.

An on Tuesday, July 20, we’ll focus on the problems of financing
local government.

The President’s Urban Policy Report presents, at the outset, a
number of problems.

I'll just mention a few of them. While the report admits that the
Federal Government “has a role to play” in helping cities rebuild
their infrastructure, the only specific given is the role of “gather-
ing information, and disseminating the results. Other aspects of
Federal aid remain to be determined.”

Well, I am afraid that many mayors, like the two who are going
to testify this morning, when told that their bridges are falling
down—which they are—are going to say, “Thanks for nothing.”
They knew that already and what they really need is an answer to
the question of what are these other aspects of Federal aid that
remain to be determined?

It’'s 6 months since the report was due, and one would have
hoped that the Federal Government’s role on infrastructure would
not be, as it still is, a matter of high State secrecy.

Second the report suggests that cities will be better off if Wash-
ington allows localities to “pursue their own interests.”

Well, that sounds good. But the trouble with this every-man-for-
himself approach is that it gives incentives to cities to do the least
they possibly can for their poorer citizens, because if they try to do
more, they’ll find themselves subject to the competition of cities
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which lay claim to their businesses and wealthier taxpayers on a
dog-eat-dog kind of basis. :

A third problem presented by the report is the idea, which recurs
in the report, that the central foundation of the President’s urban
policy is his economic program.

Well, to date, the economic program has brought this country to
the highest levels of unemployment and bankruptcies since the De-
pression. And the mayors will certainly want to know how long
this is going to go on and when is the President’s economic policy
supposed to actually come on stream.

Fourth and last, the report stresses that, and I quote, “central
city fiscal problems may be the product of arbitrary boundaries
and inadequate State and metropolitan fiscal equilization policies
rather than of insufficient resources.” I think this is a good point. I
and others have been making it for years. The trouble is that the
report contains, as far as I can see, not one single suggestion on
how the Federal Government might encourage States and other
local government to adopt less arbitrary boundaries and to provide
more adequate fiscal equalization policies.

The report, which I have had the opportunity of looking at, con-
tains much that is valuable. I think the summary of bright ideas
and good thoughts which a number of enterprising cities have pur-
sued is well worthwhile. I like the praise and consideration for
neighborhood groups and the private sector. Heaven knows, we
need them at the cornerstone of any sensible urban policies.

And I hope that after our weeks of hearings we can have some
suggestions from the Congress which may conceivably repair some
of those aspects of the President’s urban policy which some of us
may think of as being less than perfect.

Congressman Mitchell, would you care to comment?

" OPENING STATEMENT OF REPRESENTATIVE MITCHELL

Representative MrrcHELL. Yes, Mr. Chairman.

I just want to thank you for convening what I think will prove to
be an invaluable set of hearings that establish the critical need for
a comprehensive national urban policy.

I want to welcome the Secretary, Mr. Pierce.

I want to welcome my good friend, Mayor Coleman Young.
all}dr. dl\sjlayor, I do not believe that you are a wiley stalker of Feder-

unds.

I certainly want to welcome Mayor Royer from Seattle.

Mr. Mayor, I do not believe that the good citizens of Seattle are
renggred ambitionless simply because they receive some Federal
funds.

I looked at all the national policies that we have set forth since
World War II, industrial policy, -agricultural policy, energy policy.
But strangely enough, urban policy has not gotten the attention
that it should have. And I think it’s the key to all of the other poli-
cies that we develop. You can’t have a national industrial policy
unless you have a national comprehensive urban policy.

It has been 4 years since the Congress was presented a blueprint
for a comprehensive national urban policy, despite the fact that
many of the conditions in urban areas have worsened. Most of the
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major cities are experiencing an astronomical, devastating rate of
black unemployment, both for adults and young people.

Almost all of these problems have focused on our cities, and I
don’t see much change taking place.

There has been a steady decline in the tax bases of cities because
industry continues to leave cities. The lack of affordable housing
vi'lill; be even further exacerbated because of the budget for housing
this year.

I think we have a very serious problems.

Some obtuse persons will argue that the condition of our cities
and the economic status of the persons living in those cities persist-
ed because of Federal Government intervention. That in my opin-
ion is really a specious argument. I think the contention is wrong.

Urban problems are national problems, and therefore Federal
programs must be made available to the cities. It’s just that simple.

I will be the first to admit that some Federal programs in the
past have not worked. They have not been successful in eliminat-
ing the adverse conditions in our cities, Yet there remains a criti-
cal need to target a Federal effort to cities.

Rather than totally eliminating Federal programs, the adminis-
tration and the Congress should begin to develop a comprehensive
national urban policy that forms a nexus with other policies—poli-
cies in education, policies in housing, and policies in health.

Unfortunately, the administration has only intimated that we
need a comprehensive national urban policy, and that the urban
enterprise zone program is the basis for comprehensive national
policy. It is not. The urban enterprise zone program cannot be con-
ceived as a comprehensive national policy.

The Secretary and I discussed this some time ago, and he chided
me for my evaluation of the problem. I pointed out that it is simply
a %ood tax program, rather than a comprehensive urban national
policy. :

The President is visiting my city of Baltimore today to sell the
urban enterprise zones concept. He is also discussing his New Fed-
eralism, which, in my opinion, will have little or no impact on the
plight of cities.

The present course of discussion about national urban policy ig-
nores the problems that we should have learned from the past.
And to omit a critical evaluation of at least the fragmented urban
programs during this period, I think, will be a fatal mistake. Cities
are in desperate condition. I am very anxious to hear from all of
the witnesses today given these conditions.

Mr. Chairman, I just have one question. You said the President
doesn’t quite accept this illegitimate child, the report—is that what
you said?

Representtive REuss. Well, I didn’t put it as colorfully as that.
[Laughter.]

I did say that I had read somewhere that the President said,
“Well, this isn’t really the President’s report. It's some depart-
ment’s report.” _ ,

Secretary PiercE. [Inaudible]—correct that [inaudible].

Representative REuss. Please. Mr. Pierce.

Secretary PiERcE. Larry Speakes, who speaks for the President,
said that the President approved the report. What you read was
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that some staff assistant said that the report was sent over to the
White House and there was no objection to it. The President did
not say that. His official representative did not say that. The Presi-
dent has approved this report.

Representative Reuss. Good. Well, I'm delighted to hear it.
That’s the way it will be. General Eisenhower has assumed com-
mand of the Army, and can go on. [Laughter.]

Representative MrrcHELL. If I can finish my line of inquiry. I'm
only going to take a second. I want to know who were some of the
authors of the report? That is, whether the same persons who de-
scribed mayors as wiley stalkers of Federal funds wrote this
report? Whether the same persons who said that cities could bene-
fit by terminating the funding for day care programs wrote this
report? Whether the same persons who said that employees in
cities in civil service status should not be allowed into collective
bargaining units wrote this report?

I am sure we will have lots of time for an indepth inquiry into
this now legitimate, fully endorsed report. Thank you, Mr. Chair-
man.

Representative Reuss. Thank you. Congressman Richmond, wel-
come.

Now, before we call upon Secretary Pierce, I have an opening
statement from Senator Paula Hawkins and a statement from Con-
gressman Ron Dellums that I will supply for the record at this
point, without objection.

[The statements referred to follow:]

OPENING STATEMENT OF SENATOR HAWKINS

I commend the Secretary of Housing and Urban Development, Mr. Samuel R.
Pierce, Jr., for his comprehensive National Urban Policy Report prepared for trans-
mittal by President Reagan to the Congress. This report outlines the problems and
opportunities for America’s urban areas and identifies the substantial steps already
taken by the administration toward urban renewal.

This administration has taken significant steps toward increasing the health of
our cities. For example, the Reagan administration has launched a long-term eco-
nomic recovery program by decreasing Federal outlays and taxes. Economic recov-
ery is crucial to the revival of our cities. The administration has taken many specif-
ic initiatives: Block grants; creation of the President’s Commission on Housing; a
voucher public housing program; rental rehabilitation; eased ERISA regulations to
encourage pension fund investment in mortgage instruments; enterprise zones; re-
stored decisionmaking authority to local governments in the use of community de-
velopment block grants; assured job training through the Training for Jobs Act; and
encouraged Criminal Code reform. While all of these steps will improve urban
America, additional steps must be taken.

Nearly three-fourths of the Nation’s population—226.5 million people—reside in
our urban areas. There have been significant economic and social changes affecting
the condition of regional and local economies. Some cities are growing, while others
are declining in population and the size of the job market. Each urban area has a
unique combination of circumstances which requires a unique response by that lo-
cality. For example, some areas have experienced increased manufacturing unem-
ployment, but increased financial and selected service employment. Since these
changes have a varied impact among different urban communities, there is a real
need for regional and local flexibility in responding to local trends. -

Communities must respond to three problems in.particular: The problem of hous-
ing affordability; the problem of increasing crime; and the problem of a deteriorat-
ing infrastructure. These are the primary challenges affecting American cities. This
report offers several ways for a city to respond to them. For example, decreasing
city housing regulations will result in an expanded supply at more affordable prices.
To address the problem of deca{ing infrastructure, cities must make capital financ-
ing adjustments to preserve its basic infrastructure. For example, New York City at
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one time spent 30 percent of its capital budget on existing facilities; it now ear-
marks 70 percent of the city’s capital budget. Third in addressing the crime prob-
lem, States and local communities will benefit greatly by proposed legislation in the
Congress to combat crime. S. 2572 is now on the Senate Calendar and is strongly
endorsed by the administration. This bill was introduced by the Chairman of the
Judiciary Committee, Senator Thurmond. As chairman of the Senate Drug Enforce-
ment Caucus, I fully endorse this legislation. However, most offenses are not Feder-
al violations, but break State and local laws. This means that law enforcement must
remain in many ways a local matter.

This report on the administration’s urban policy is exactly what the American
voters have asked for; namely, less regulation, less Federal Government interfer-
ence in local affairs, less redtape, more flexibility, and less complexity as a result of
decentralization.

StaTEMENT oF HON. RoNALD V. DELLUMS, CHAIRMAN, HOUSE COMMITTEE ON THE
DistricT OF COLUMBIA

Mr. Chairman and members of the committee, I would first like to thank Chair-
man Reuss publicly—as I already have in private correspondence—for the great
concern that he continues to show for our country’s urban areas. These hearings on
the administration’s Urban Policy Report come at a critical juncture in the troubled
history of America’s cities, and I think the chairman and members of the Joint Eco-
nomic Committee are to be commended for taking the time to examine the adminis-
tration’s policy proposals for addressing the ills of our cities.

Mr. Chairman, the late release of the Urban Policy Report precluded any detailed
examination of it prior to this hearing, but I have had a chance to familiarize
myself with it in summary, enough to realize that it does not differ in substance
from the “draft” Report which came to all of our attention several weeks ago. And
it is this—the overall substance and direction of the Report—that I would like to
address my comments to.

The fundamental thrust of the administration’s Urban Policy Report is to deny
that cities are incapable of solving the myriad problems that they face without fed-
eral support. While it wantonly and drastically cuts back job training programs, aid
to small businesses, health care, and just about everything else that might contrib-
ute to the revitalization of our cities, the administration speaks wishfully of a local
environment where all sectors are self-sustaining. It is a glorious wish, but wholly
inconsistent with the facts. This is nothing more than vain ideological thinking
which flies in the face of well founded facts regarding the urban environment in our
society. It is also a dangerous posture which threatens to hasten—if not directly ac-
celerate—the demise of our urban places. If the Federal Government disengages its
already inadequate support for cities it will be tantamount to inviting a plague
upon all our houses, for the cities are not disconnected entities with a fate apart
from other areas of our country. They are one of the most vital links in the chain of
affairs that bind the country together. The cities are still our greatest centers of
commerce and culture, and we can no more afford to let them degenerate than we
could afford to allow our rich and abundant countryside to lay fallow.

Mr. Chairman, I came here today for the purpose of making a part of the record
the findings of the committee that I chair, the House Committee on the District of
Columbia, on the plight of urban centers, I felt it critical to do so because these find-
ings suggest the need for an entirely different approach from that being proposed by
the administration. Indeed, the administration’s approach either overlooks or facile-
ly dispenses with a number of urban problems which should be regarded with some
urgency.

hortly after I assumed the chairmanship of the D.C. Committee, the committee
initiated a series of hearings designed to explore the full magnitude of social and
economic ills endemic to cities. This undertaking was the result of my belief that
Washington, D.C., because it is a city engaged in a unique relationship with the Fed-
eral Government, offered a great opportunity for understanding just what might
constitute a healthy and constructive partnership between an urban locality and the
Federal Government when both wished to solve some of the difficult problems that
cities face. And I would like to add here—with emphasis—that we were not intent
soley upon exploring what could be done with the aid of the Federal Government,
we were just as concerned to know which local efforts were better left alone by the
Federal Government. It was also one of our objectives to discover whether the most
familiar and tenacious problems confronted by cities and pretty much the same ev-
erywhere or whether they very from one city to another.
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The committee held hearings for 10 days in four cities: Washington; Philadelphia;
Los Angeles; and Houston. More than 60 witnesses contributed over 2,000 pages of
testimony. The witnesses included nationally respected urbanologists, officials from
the prior administration, Members of Congress, local officials, and the representa-
tives of national and local community organizations. The following general findings
emerged from what we learned from these hearings:

(1) Many of our cities are tender boxes of potential violence; the wonder is that so
few have exploded in recent years.

(2) Minority youth unemployment has risen to the point of constituting imminent
danger in many of our cities. There is an increasing disparity between black and
white income and the rate of unemployment.

(3) The shortage of decent affordable housing (especially rental units) has reached
the crisis level in many of our cities and is lilely to worsen if present trends in con-
dominum conversion continues.

(4) Public school systems are deeply troubled and failing in many localities.

(5) Police-community relations—having never been really good in most cities—
have rapidly deteriorated over the past decade as federal support dollars (LEAA) for
training and programs continued to dwindle.

I think that we will probably introduce four or five pieces of legislation as a result
of what we learned, but presently, my immediate concern is with the policy implica-
tions of these findings.

Most partciularly, Mr. Chairman, I want to note that one of the most salient facts
underlying these findings was the opinion of every witness asked—and we asked
most of them—that a number of urban problems were absolutely beyond the singu-
lar ability of localities to solve them. Some of our witnesses differed in their opinion
of how widespread some problems were, but not one of those asked could agree that
cities stood a chance of solving alone the largest problems that they face. Such prob-
lems include the crisis level of unemployment of young people, the shortage of affor-
dable housing, and the enormous problem of infrastructural decay, some aspect of
which is known in just about every major city in the country. ‘

“Misguided programs” and resulting ‘“dependency” is not the problem or the
issue. The problem is that our cities have been physically decaying for a number of
years, and the rapid loss of significant portions of their tax base over the last two
decades have further weakened their already limited ability to respond to crisis con-
ditions. The issue which this problem gives rise to is that of whether the federal
government will assume a responsible posture or proceed to cut-off its nose to spite
its face. The cities of this country represent the capital accumulation of generations.
They are also the repositories of most of what makes us proud of our past and ex-
pectant about the future. I find it staggering to believe that anyone would place so
much at peril to prove a theory.

Mr. Chairman, in addition to chairing the D.C. Committee, which has greatly en- .
lightened me aboyt what is happening to American cities, I am a member of the
Armed Services Committee. This means that I spend a great deal of my time being
tossed between points of equal incredulity. I am, on the one hand, horrified when
witnesses come before the D.C. Committee’s urban problems hearings and tell of
how the young people of their city are ravished by poor schooling and unemploy-
ment; how the streets are rife with crime—yet L.E?.’A.A. programs are being termi-
nated, then, on the other hand, I am appalled—and I really think it is shameful—
when I see this administration—which has a problem supporting school lunches—
steaming straight ahead with plans to spend somewhere between $2.5 and $3 trillion
on the military during the decade of the 1980’s.

Everyone knows that this cannot be done without drastically depriving some
other sectors of the economy, and everyone knows who that is going to be—the
people in our society who are politically least able to fend for themselves. I realize
that some people think this is just fine, because they fail to see how they are affect-
ed 11)2' such a distorted set of priorities. But I believe an incredible disaster awaits us
all if this continues. I do not gelieve that we can ignore the calamity and misfortune
in our cities without paying a high price for such ignominy. There is a saying which
cautions that “when the rain falls it doesn’t fall on one man’s house.”

There can be no mistake about it, the Federal Government still has a very consid-
erable role to play in the rehabilitation and future health of American cities. Any
{)hilosophy suggesting otherwise is just that—philosophy and nothing more. Prob-
ems such as the devastating affects of widespread youth unemployment (which will
affect many families for generations) and the physical decay of the urban infrastruc-
ture, are simply not within the resource capability of single cities to solve them. The
solution to these kinds of problems will require a long-term commitment of the Fed-
eral Government to aiding and working in partnership with our cities. This is dic-
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tated not by choice, but by the sheer magnitude and intensity of what cities are up
against. Actually, the need for cooperation is not very difficult to understand when
you begin from the premise that our cities are not vassal states or entities apart
from the United States. It is unfortunate—and I think we have to fight such no-
tions—when an American Administration insists on perceiving various subdivisions
of the country as something other than the country itself. The United States, with-
out its cities, is a thought that assaulits the imagination, and I do not believe that
any of us should accept this. On the other hand, if we believe that the cities are a
significant part of the whole of what our country is, we will not permit another part
of the whole, which we call the Federal Government, to forsake and abandon our
urban places.

Mr. Chairman, I offer to you and the members of the Joint Economic Committee
the findings of the House Committee on the District of Columbia on Problems in
Urban Centers. We now have over 900 pages in print with another one thousand or
so pages forthcoming soon. I have requested that my staff make everything that we
have available to you as soon as possible.

Again, I thank you for pursuing what I think is a very serious national problem
in these hearings. ’

Representative Reuss. All right, Mr. Secretary, we’re honored to
have you with us.

I personally am particularly pleased that we have a bond be-
tween us. We both attended the University in Ithica, N.Y., which
we love very much. And we're tickled to have you with us.

Your statement will be received in full into the record.

Would you now proceed in whatever way is congenial to you.

STATEMENT OF HON. SAMUEL R. PIERCE, JR., SECRETARY,
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Secretary Pierce. Well, I would like to make an opening state-
ment if I may, Mr. Chairman. ‘

Mr. Chairman, members of the committee, it’'s a pleasure to
elagggar before you to discuss the National Urban Policy Report for

This report clarifies and reaffirms the administration’s commit-
ment to help improve the quality of life in our cities. We are
pledged to work constructively with state and local governments
and the private sector to reach this goal.

Far from abandoning our cities, as some claim, we are actually
seeking new and better means to meet the needs of urban America.
We are committed to working actively together with cities to reor-
der responsibility at all levels of government. We want our cities to
have greater authority, flexibility, and the revenue resources neces-
sary to carry our their increased role.

Historically, our cities have been vitally important to the
strength and diversity of our country. They have been symbols of
hope and opportunity for immigrants, as well as American citizens
from all walks of life. People brought to the American city their
ambitions and values, their energies and skills, their hopes and
dreams. Our citizens became proud and thriving extensions of our-
selves and our families. They captured and distilled the very es-
sence of America in an abundance of neighborhoods with distinct
ethnic and cultural characteristics. :

We invested enormously in our cities, both in resources and in
spirit. And the return on that investment seemed a promise of end-
less opportunity. Industries prospered, employment grew, and trade
expanded. :
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As our economy flourished and our cities thrived, America
became an international symbol of progress and promise. Today,
we remain a great country, with new horizons still to reach. Yet,
some cities have serious problems. Some have budgets stretched to
the breaking point, with aging and undermaintained sewers, roads,
and bridges, and with deteriorating physical plants. Crime and
drugs are persistent problems. Some cities are losing population,
while others must cope with explosive growth.

No single approach can solve the differing needs and priorities of
our cities, for they are not homogeneous. Their problems and op-
portunities are as diverse as the roots of our Nation. Aspirations
?nd a(l:imdjtions differ so greatly that no one approach is satisfactory

or all.

Despite this diversity, certain broad judgments can be made
about the kinds of actions and policies that are necessary to im-
prove the quality of life in our cities. The national urban policy is
based upon these judgments and our fundamental values as a free
and caring people. It is also framed with careful attention to the
leasons of recent decades and to our belief that such policy should
be a dynamic evolving one that is designed, in part, to strengthen
. our federal system of government.

In brief, the priorities of the national urban policy are:

One, to place greater emphasis on economic growth; °

Two, to seek a proper balance of responsibilities among the dif-
ferent levels of government, acting as partners within the federal
system; _

Three, to encourage private sector institutions to help shape a
healthy urban society;

Four, to support effective approaches being developed by local
leaders to better their communities; and

Five, to focus Federal assistance on distresed communities by cre-
ating experimental enterprise zones which will produce jobs and re-
vitalize those areas, complemented by a continuation of CDBG,
UDAG, and other initiatives.

In addressing these priorities, the following basic premises are
guiding the development of the administration’s urban policy:

One, that cities are a valuable asset;

Two, that our urban policy should be broad enough to encompass
the diversity of our cities;

Three, that States and cities, properly unfettered, can manage
themselves more wisely than the Federal Government can;

Four, that Federal, State, and local governments have responsi-
bility to care for the needy who cannot help themselves;

Five, that the administration is committed to guaranteeing civil
rights, to enforcing vigorously the constitutional and statutory safe-
guards against discrimination, and to insuring that no one is
denied equal treatment and participation in publicly funded pro-
grams because of race, sex, creed, or national origin;

Six, that certain problem in cities, such as ¢rime and infrastruc-
ture needs, require special attention.

Seven, that certain forms of Federal aid should be directed to
cities bearing the brunt of economic dislocation;
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Eight, that the private sector, both corporate and voluntary, con-
tains important sources of strength and creativity that must be
tapped for the Nation to progress; and

Nine, that, ultimately, the key to healthy cities is a healthy econ-
omy.

The critical role cities play in achieving otir economic and social
well-being is as fundamentally important for America today as it
ever has been.

The administration recognizes and respects the critical role cities
and their leadership have played—and continue to play—in the
forging of America’s destiny. That leadership has come from locally
elected officials, business leaders, and the voluntary sector, as well.

It is our goal to promote and encourage such broad local guid-
ance and support in meeting needs and priorities that are primar-
ily local in nature as we continue to work with State and local offi-
cials in arriving at a more rational distribution of responsibility
and authority among the three levels of government.

I submit the National Urban Policy Report to the committee
today. As it states, the foundation for the administration’s urban
policy is the economic recovery program. If cities are to prosper,
our economy must be healthy and vital. That is the same conclu-
sion, incidentally, which this committee reached in 1980, when it
said:

The single most important thing that the Federal Government can do to meet the

needs of state and local governments is to stabilize the national economy and return
it to a path of stable economic growth.

That is exactly what this administration is trying to do.

To supplement this overall economic revival effort, the adminis-
tration believes the Federal Government should focus aid toward
severely distressed cities to overcome the effects of economic dislo-
cation. Thus, we are strongly in support of the concept of enter-
prise zones to create jobs and revitalize depressed communities. We
have reinforced the proven strengths of the community develop-
ment block grant and the urban development action grant pro-
grams, with greater stress on economic development.

The Federal initiative, too, is a fundamental part of our urban
policy. This sorting out of responsibilities and the return of reve-
nue resources to State and localities, which are the administra-
tion’s long-range goals, are to be achieved by dialog among all
three levels of government.

It is based on our confidence in the ability of mayors and Gover-
nors to formulate local solutions to local needs and to work cre-
atively with the private sector.

In recognition of the strong contributions that private enter-
prises has made to the revitalization of so many of our communi-
ties, President Reagan established a bipartisan Task Force on Pri-
vate Sector Initiatives to help encourage greater activities on
behalf of America’s communities and to help bring to the Nation’s
attention successful examples of private initiative and community
partnership.

The Overview section of the National Urban Policy Report indi-
cates that the urban policy is an evolving one, tied to our federal-
ism initiative, and that the cornerstone of that policy is our
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economic recovery program. It also briefly sketches what the ad-
ministration is going to help improve the quality of life in urban
America.

Chapter 1 discusses the economic recovery program—comprising
tax cuts, reductions in the rate of government spending, regulatory
relief, and monetary restraint. Restoring economic growth and re-
ducing inflation will not solve all urban ills. But without an ex-
panding economy, all other programs which focus on the symptoms
of recession and inflation will falter.

Chapter 2 summarizes economic trends that effect cities, metro-
politan areas, States, and regions.

In chapter 3, we discuss conditions and trends of housing, infra-
structure, and crime, and their specific impact on life in urban
America. The housing and infrastructure of existing cities are tre-
mendous assets which should be conserved.

In addition to examining previous trends and innovative strate-
gies being undertaken by State and local government, we analyzed
the destructive effects of crime, which especially afflicts the poor
and minorities in America’s central cities.

The administration considers fighting violent crime to be a fun-
damental priority. The report discusses steps already taken in
working with State and local government officials to improve their
ability to combat crime and an anticrime legislative package which
has been proposed to Congress.

Chapter 4 discusses in detail the evolution and essence of the
President’s Federalism Initiative and documents impressive new di-
rections taken by States that enhance State capacity and State re-
sponsiveness.

Chapter 5 describes numerous successful attempts by cities to de-
velop effective strategies for economic development ana service pro-
vision, often in partnership with the private sector and their neigh-
borhoods.

The administration has already taken a number of steps to im-
prove the quality of life in urban America:

The inflation rate has been reduced from 12.5 percent to 6.7 per-
cent over the past year through the economic recovery program.

Private sector investment has been stimulated in urban areas
through the Economic Recovery Tax Act.

The use of block grants has been increased to return decision-
making closer to the people.

The burden of Federal regulations on cities has been reduced.

New approaches to the Nation’s housing problems have been
taken or proposed, including vouchers to house many poor families,
a rental rehabilitation block grant to improve existing housing
stock, the Joint Venture for Affordable Housing to reduce housing
costs, and the-encouragement of pension funds to invest in mort-
gages.

Existing programs have been revamped—for example, stronger
emphasis has been placed on economic development in the UDAG
program.

We've simplified the application process for community develop-
ment block grants and have afforded States which have the capac-
ity the opportunity to administer the small cities’ block grant pro-
gram. :

12-348 0 - 83 ~ 2
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Job training legislation has been proposed, with a focus on train-
ing rather than income maintenance.

We've increased the volume of fair housing complaints that have
been successfully resolved.

Criminal justice legislation has been proposed to bring about bail
reform and sentencing reform, and to protect victims.

Equality of housing opportunity is vital to a just urban society.
The President shares my commitment to fair housing. It is a goal
this administration is pursuing through implementation of the Fed-
eral Fair Housing Law and through education and conciliation.

Mr. Chairman and members of the committee, I have touched
briefly this morning on key elements of our Nation’s urban condi-
tion.

The thrust of the National Urban Policy Report and this admin-
istration’s urban policy perspective is that the Federal Government
will continue to deal strongly with the problems of our cities.

A thriving economy is the cornerstone of this approach.

So is a more sensible sharing of responsibilities among all levels
of government. .

So is an orderly and equitable return of revenue resources to
State and local governments.

So is a national commitment to help distressed cities to deal with
their economic problems.

There are those who allege that this administration is turning its
back on the needs of urban America.

Mr. Chairman, I suggest that a careful reading of this report will
put those allegations to rest.

We are not getting out of the business of dealing with urban
problems. We want to solve those problems in the most effective
and efficient way possible.

Working together with care, compassion, and creativity, I am
confident we can improve the lot of all who live in urban America.
Thank you very much.

Representative Reuss. Thank you very much, Mr. Secretary.

I would like to welcome our friend and colleague, Congressman
Crockett of Michigan. .

Won'’t you join us, Mr. Crockett. -

We will now examine Mr. Pierce under the 5-minute rule.

ONE NATION—OR FIFTY

Mr. Secretary, in your statement, you called for a different shar-
ing of responsibilities of various levels of government. Specifically
in the report, chapter 1, page 14, there’s a call to strengthen the
role of local governments by transferring to them the responsibility
for programs whose benefits are local rather than national. As ex-
amples, there are listed programs in health, education, welfare, nu-
trition, and so on.

NThere are, indeed, two philesophies which might govern this
ation.

One is that embodied in the pledge of allegiance which we all
make to the flag, is a pledge to “one nation under God, indivisible,
with liberty and justice for all.”

/
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And the other is that each local community is a financial law
unto itself. And if a given community finds that it’s going to be
losing wealthy taxpayers or businesses by exerting a level of tax-
ation in order to do the right thing by the welfare, education,
health, and nutrition of its people, well, it just might not provide
those services.

Now, in rejecting the notion of liberty and justice for all as a na-
tional responsibility and saying that, at least in these social fields
of nutrition, education, and welfare and health, the major responsi-
bility has to be on the local government, was there adequate con-
sideration given to the abandonment of the national responsibility
inherent in the pledge to the flag, which I've just read?

Secretary PIERcE. Well, if we go back into our history, we will
find that the State and the individual existed in the first instance.
It was the State and the individuals who created the Federal Gov-
ernment.

In our first years of history—in fact, from the beginning of the
republic up to about 1935, we existed with what was called dual
federalism, whereby the Federal Government basically was in-
volved with national affairs and the State and local governments
handled what was considered to be State and local problems, which
- were things other than those that involved the National Govern-
ment. The National Government did not interfere very frequently—
or even get involved in State and local affairs.

This all changed during the Depression years. The Federal Gov-
ernment became involved in State and local affairs, and it has con-
tinued to do so.

Consequently, when you tell me about the pledge of allegiance to
the flag and how this Nation was formed, I think one has every
right to say that this Nation was formed with three levels of gov-
ernment in mind, with the National Government to do certain
things and the State and local governments to do certain things.
But as time has gone by, the National Government has become
more and more unsuccessfully involved in State and local affairs.
For a variety of reasons, which we have gone into great detail in
our report, program. after program has encountered failure when
run from the Federal Government level.

So, I can’t agree with your premise at all. We think that what
needs to be done is that there has to be dialog among the three
levels of government; and in the course of this dialog, reassign re-
sponsibilities so that the National Government will once again do
things that are of national significance and State and local govern-
ments will do those things that relate to their levels of govern-
ment. .

We think that this can be worked out. We believe it must be
worked out. We know, from past history, that the other way has
not worked.

We've gotten the Federal Government so involved in State and
local affairs that the Federal Government has been calling the
tune with respect to a great many State and local matters, and it
has not been doing it successfully. If these programs had been
working, if this system had been working, there would be no need
for change. But the system has not worked. .
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Representative Reuss. Well, you've stated, Mr. Secretary, the
issue very sharply and clearly. And I don’t really quarrel with your
historical recounting that for the first 140 years or so of the Repub-
lic the main job of the National Government was to fight wars and
provide for the national defense; and the job of State and local gov-
ernment—so far as it was carried out at all—was with the help of
private charity, to take care of the health, most of the education,
and practically all of the welfare and nutrition needs of the people
at the local level.

Indeed, it was President Hoover who, until the end of his admin-
istration, stuck up for that principle, saying that this was the
proper division of powers. Things, however, changed following 1933,
and there was that assumption of major national responsibility for
the social welfare of the people of the United States that we’ve had
ever since.

Are you saying that it is the policy of the administration to go
back to the Hoover days and to the days before that, when it was
said by President Hoover, that the job of taking care of the health,
education, welfare, and food and shelter needs of the country was
that of local government and private charity, and the Federal Gov-
ernment should not enter into it?

Secretary Pierce. No, I'm not saying that, Mr. Chairman.

As you noted, things have changed. We've learned lessons. We
have to take those lessons into account, and we’ve indicated that in
the report.

What we are trying to do is to redistribute certain responsibil-
ities. And it is very important in that process to shift revenue
sources so that the State and local governments can effectively do
their jobs.

REDUCING UNEMPLOYMENT

Representative Reuss. Turning, because my time is almost up, to
one other question. You point out that a firm component of this ad-
ministration’s urban policy is its economic policy. And you mention
that private sector investment has been stimulated in urban areas
through the Economic Recovery Act and the burden of Federal reg-
ulations on cities has been reduced, et cetera.

What you don’t say is that unemployment has gone up very
sharply and is now nationally at 9% percent and that in the cities
it is even at a tragically higher level.

I presume the answer of the administration would be: “Give us a
little time. We're going to get this down.”

The reduction of unemployment would be a great gift from the
Federal Government to our struggling cities.

When, can you tell us, you will be able to reduce unemployment
in this country to the levels, let us say mandated by the Hum-
phrey-Hawkins law? :

The mayors would like to know. ’

Secretary Pierce. Well, I would suppose everybody would like to
know exactly.

Let me put it this way. It has taken us, I would say, over 40
years to get to where we are, through the policies of throwing
money at problems, wasting money, poorly administrating pro-
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grams, all resulting in running the deficits of this Government up
higher and higher. :

If you do something wrong for 40 years, you can hardly
straigthen it out in a couple of days. So, it'll take us a little time,
and it’s going to be hard. But we will straighten it out. We believe
we can straighten it out. We do need some additional time, but we
think we are going in the right direction.

Incidentally, I believe that what happened in Massachusetts pro-
vides an interesting microcosm of what this administration is
trying to do on a nationwide scale.

The State of Massachusetts was running into a lot of financial
trouble. And what that State did was to start cutting government
programs, cutting its spending. The officials of that State continued
to reduce government spending. Theére was a push to increase
taxes, but they would not increase taxes. They held that position;
they worked at it. And today, the State of Massachusetts is begin-
ning to show surpluses; and its rate of employment is increasing.
They are moving very much toward prosperity. The officials of that
State used pretty much the same type of economic recovery formu-
la that we are using, and it worked successfully. _

We believe what we are doing will work. We beélieve we should
have sufficient time to do it. And the amount of time we’ve had is
virtually nothing when you think that it took over 40 years to get
ourselves in this predicament.

Representative REuss. Well, are you suggesting it will take 40
years to get us out of this predicament?

Secretary Pierce. No, I'm not suggesting that at all. ’'m suggest-
ing that we’ll get out of it relatively soon.

But you do have to keep in mind, sir, that when it takes that
long and when so many mistakes have been made, and when our
deficit is going crazy and when our Government, in a sense, from a
financial point of view, is going out of control, it does take a little
time to straighten that out. Bear with us.

Rlepresentative Reuss. Thank you. My time is up. Congressman
Wylie.

Representative WyLIE. Thank you very much, Mr. Chairman.

Mr. Secretary, congratulations on an excellent statement. You
have, indeed, drawn a crowd this morning, which indicates a con-
siderable amount of interest in you and your subject.

And may I say that I did not sense any indication in your state-
ment of abandonment of “liberty and justice for all,” nor have I
sensed any abondonment as far as the administration is concerned
in those basic principles. And I think your answer was most appro-
priate.

URBAN POLICY EVOLVING

. You indicated that the administration’s urban policy is actually
in an evolutionary stage. .
Could you elaborate on that for the panel, Mr. Secretary?
Secretary PIErcE. Yes. OQur urban policy is tied to the federalism
initiative. And as that is developed, our urban policy will also be
more developed. :
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The President is in Baltimore today speaking about the federal-
ism initiative. We hope, in the not-too-distant future, to have legis-
lation presented to the Congress on our federalism initiative. It
goes very much hand-in-glove with our urban policy. :

Representative WYLIE. You also indicated that the administra-
tion’s policy is-intended to fuel a national debate on the structure
of Government and on. its policies of federalism.

Could you elucidate as to what consultations are underway in
that regard? =~ o
- Secretary Pierce. Well, there have been many. There have been
about 1,700 people from State and local governments that the
President and members of his staff have talked to. And many of
the departments have advisory committees to work on this. We, at
HUD, have one chaired by Governor Bond.

So, there has been a great deal of work done and a great deal of
dialog already. And we expect more.

NO WINNERS OR LOSERS

Representative WyYLIE. As you know, Mr. Secretary, there are
some States which are in some financial difficulty. And I refer to
my own State of Ohio as being one of those. And we want to be
sure, as Representatives to Congress from States like Ohio, that the
administration policy does not add to the cost of burden to some of
those States. :

And you said that the administration’s urban policy will not
. have any winners or losers among the States. :

Is there some assurance that you can give us that that principle
will be adhered to or carried out as far as the State of Ohio is con-
cerned, for example?

Secretary PiErcE. That is a very basic principle. The President
will reiterate that today when he makes his speech in Baltimore.
There will be no winners or losers, and we will work out the pro-
gram so that will be true. ‘

IMPROVEMENTS IN STATE GOVERNMENT

Representative WyLIE. Well, may I say that I have been im-
pressed that the report indicates that there have been some im-
provements among the States?

Would you care to elucidate on that a little more, as to where
you think improvements have been made?

Secretary Pierce. Well, I think a lot has changed in the last 20
years with respect to States. In many States, 20 years ago, the
basic power was in the rural areas. But there have been a couple of
Supreme Court decisions which have upheld the principle of “one
man, one vote.” And with that, there has been more equitable rep-
resentation in statehouses throughout the land, so that legislatures
have improved. '

Also, legislatures have become more professional. They have
better staffs. And the legislators have taken their jobs much more
seriously.

Governors’ offices have increased their staffs, added to their pro-
fessionalism. They’ve done a lot in that direction.
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So, on the whole, there have been great improvements made in
State governments over the past 20 years. And I think it’s very im-
portant to notice that, because they’re not the same States that we
were dealing with 20 years ago.

ADMINISTRATION’S URBAN COMMITMENT

Representative WyLIE. Mr. Secretary, the President’s “National
Urban Policy Report” does have some critics, as you know. And it
seems to me as if, in criticizing the report as it has come down,
those who would criticize have overlooked some of the initiatives
which have been taken and which are spelled out on pages 15, 16,
and 17 of the report. And I'm referring there to the enterprise zone
reference, to the urban development block grant initiative, and to
the community development block grant.

It seems to me as if these programs clearly show a commitment
on the part of the administration to improvement in urban devel-
opment as far as the States and cities are concerned.

And I would ask, Have the critics overlooked those particular
programs or those initiatives?

What would be your response to that?

Secretary Pierce. Well, I think that that’s probably right. Some
of the critics have maybe not overlooked them, but have just not
taken them into account.

Representative WYLIE. We often hear the comment that the in-
frastructure facilities of our older urban areas are in a state of dis-
repair.

And would you care to comment on how the Reagan administra-
tion and you, as Secretary of the Department of Housing and
Urban Development, would address the problem of obsolete infra-
structure?

And I might say that that applies mostly to the Northeast quad-
rant of the United States, of which my State is a part.

Secretary PIERCE. Well, actually, we think of infrastructure as a
definite asset for a city to have. And I think what will happen
more in the future is that that asset will be repaired more than it
has been in the past.

. I noticed that my home city, the city of New York, has now set
aside most of its money for capital outlays to repair its infrastruc-
ture, not build a new.

I think that that’s what will be done. Maintaining infrastructure
is a very serious problem everywhere in the United States, whether
it’s an old city in the Northeast or a new city in the West. It is a
problem that we intend to work on with the State and local govern-
ments concerned and to try to find the best way to solve this par-
ticular problem.

Representative WyLIE. Thank you very much, Mr. Secretary, for
an excellent statement. My time has expired.

Representative REuss. Thank you, Congressman Wylie.

Congressman Mitchell. .
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AUTHORSHIP OF REPORT

Representative MrrcHELL. Mr. Secretary, I'm going to probe a
little further about the authorship of the report, primarily because
there appear to be some inconsistencies in the report. ’

Now, could you tell me who were the chief three individuals who
put this report together?

Secretary PiErce. Well, I'd say that would be very hard because
there were so many of us who were involved with it that I would
hesitate to say who the chief three people were. I might offend
somebody. ’

Representative MrrcHELL. Well, I don’t want you to offend
anyone.

Could you tell me who were the chief three persons to give final
approval to the report—excluding yourself?

Secretary PiErci. 1 was the one who gave final approval to the
report for HUD. '

Representative MiTcHELL. No one else?

Secretary PiERcE. I will take the responsibility for giving the
final approval. I mean, people recommended to me that I give final
approval, but it was my responsibility.

Representative MrrcHELL. Then, that being the case, I'll have to
ask you to explain what I consider to be inconsistencies.

INCONSISTENCIES IN REPORT

On page 1 of the report, or your review, the administration
pledges to “work jointly with State and local government in the
private sector to improve the quality of life in our cities.”

Then, throughout the rest of the report, it goes on to elaborate
why the Federal Government should virtually withdraw from State
and local affairs and revolve most of the programs to State and
local governments.

Is that an inconsistency?

Secretary PIERCE. No; because what I think we're really doing
here, we are working together—we are working together to reorder
responsibilities and authority.

Representative MrrcHELL. All right. _

Secretary PiERCE. And when we do that, we believe that more re-
sponsibilities will go to the State and local governments.

But we will work together on it. We will have dialog on it. We
will try to reach a general agreement. Certainly it will not be
unanimous; nothing ever is. But we think we can reach general
agreement on these things.

Representative MiTtcHELL. Then, I would ask you to take a stab .
at eliminating a second apparent inconsistency—I am concerned by
the way, that you really have not addressed the first inconsistency.

Secretary Pierce. Well, I don’t think I could ever satisfy you.

Representative MiTcHELL. It would be tough because of the per-
spective from which you come. [Laughter.] .

The report cities the virtues of neighborhoods. It’s scattered with
phrases that suggest that neighborhoods must be maintained in a
strong and viable fashion. But the administration has eliminated
the Assistant Secretary for Neighborhoods at HUD. The adminis-
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tration has also terminated or sharply reduced the funding for
many neighborhood programs. Is that an inconsistency?

Secretary PIERCE. No; I don’t think so, because we believe neigh-
borhoods are very important. But they should work through their
local governments.

We think one of the big mistakes in some of the programs of the
past was that the Federal Government was reaching down into
neighborhoods bypassing city governments. There were great com-
plaints about that—great complaints in the community action pro-
gram, for example, and others, where the Federal Government just
bypassed the city government and went right down into the neigh-
borhoods.

We think the neighborhoods should be basically responsible to
their local governments.

Representative MircHELL. Neighborhoods are necessary. The
States are going to go back to the old pattern or to some patterns
that are still maintained. For example AFDC in some States is so
miserably low that people are close to starving.

Now, certainly no one is—I'm not going to vote with my feet by
walking to a State where, if I'm out of work, I would not get a pit-
tance sufficient to provide for my family. That is the inconsistency.

Secretary P1ErCE. Well, I think that that certainly can—if that is
the fact—be recitified.

One of the things that the Federal Government will always do is
to watch the various programs to make sure that nobody’s constitu-
tional rights are violated. That’s very important.

Representative MiTcHELL. You don’t want to do that, because
that will be meddling with the States.

Secretary PIERCE. No, no; that’s a part of a national function.

Representative MrTcHELL. All right.

Secretary PIERCE. Take housing for example, as I said a little
while ago in my opening remarks, we’re working on discrimination
in housing—we’re down in the States working on that—trying to
get people not to discriminate. We seek to accomplish this objective
through legislation and through conciliation or education. We are
working at that. We've done a great job on that. That is a Federal
function.

Representative MiTCHELL. My time is up.

I want to thank you. You really did not address the inconsisten-
cies for me. »

And let me just indicate that I think the Attorney General, Wil-
liam French Smith, would be an excellent person, in light of his
statements in opposition to affirmative action, for us to look to for
the safeguarding of civil rights.

My time has expired.

Representative REuss. Congressman Richmond.

STATE-BY-STATE DISPARITIES

Representative RichkmMonD. Judge Pierce, Representative Mitchell
touched on the matter that interests me most.

Would’t you say that probably the main reason for the dispropor-
tionate level of the economies of some of the older cities versus
those of some of the newer cities, would be the enormous amount
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of Americans who moved into Chicago, Detroit, New York, Los An-
geles or Boston in order to look for work and also in case they need
Aid to Families with Dependent Children?

Now, Congressman Mitchell said a woman living in Houston
with two children whose husband has recently been hit by a truck
would receive the inadequate amount of $142 a month to support
her in that city.

In other words, we know for a certainty the people in Houston,
Tex., are really telling that woman, “Please do us a favor and vote
with your feet and get out of State,” even though Texas happens to
be the richest State in the Union at the moment.

And what does that woman do? ‘

She comes to New York City, where she can receive a sensitive
amount of support while she’s bringing up her children and finding
herself a job and everything else she needs to become a taxpayer
instead of a tax user. .

But wouldn’t you say that the major job of the Federal Govern-
ment is not to just cut the cities adirft, but to recognize the fact
that we do have a great deal of mobility among our citizens, includ-
ing poor people and unemployed people in the United States, due
to this disproportionate amount of support people can get in var-
ious cities? _

And wouldn’t you say it’s the Federal Government’s obligation to
do something about helping out cities like New York, which is the
gateway from Puerto Rico, and the gateways from the South?

You know, Judge Pierce—we’ve lived in that city a long time—
one of the major problems we have in New York City is the enor-
mous immigration of very poor people. New York has been the city
of hope throughout our lifetimes.

Now, wouldn’t you say it's the job of the Federal Government to
help New York City and the other older cities of the United States
\évith t‘;leir enormous amount of in-migration of people from other

tates?

The average poor person in New York City is not a New Yorker,
as you and I well know. The average poor person in New York City
came from Mississippi, came from Puerto Rico, came from Texas,
came from Florida.

Florida, the third richest State in the Union, also pays around
$142 a month for welfare. How could.a poor person—a poor person
couldn’t live there. And they must go somewhere else.

Now, isn’t that the job of the Federal Government?

You said the Government—the Federal Government—is going to
do something about it.

What can you possibly do if you want to keep a hands-off posi-
tion on the States?

Secretary PiERCE. No. As we work out these shifts of responsibil-
ities and authority, we can work out problems like that. These
problems will come up. I'm sure, as the legislation comes up here
to Congress, these matters will be discussed. Methods of doing it
will be worked out.

Representative RicHMOND. Judge Pierce, we know that the entire
lower block of States of the Union pay a pitiful amount of money
on AFDC and really don’t want poor people to live in their States.
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%t’s the bottom line. They tell poor people: “Vote with your feet.
t out.”

Now, should that be a national policy? I mean, do we want
people to be told, “Vote with your feet, and get out”?

Secretary Pierce. Well, actually, I don’t think that’s really so,
because if you trace population trends, you will find those South-
ern States that you’ve been talking about have been increasing in
population, while the Northeast has been losing population.

Representative RICHMOND. Increasing with trained people, not in-
creasing with untrained people.

We don’t notice any sort of sensitivity in the Southern States
toward poor people.

Secretary PIERCE. Yes. I'd say that a lot of the people who are
going into the South are not doctors, lawyers, engineers, but people
who are of the rank-and-file labor force.

Representative RicHMOND. Factory workers.

Secretary PiERCE. And that’s——

Representative RicHMOND. People who have the skill.

Secretary PIERCE. No; that’s not necessarily skill. That’s rank-
and-file labor force, unskilled labor.

Representative RicHMoND. But people are going from Detroit
down South——

Secretary PIERCE. Yes. In New York we’ve been losing popula-
tion, as you know. We're going to have fewer Congressmen. We're
losing them. All of those people who are going South are not doc-
tors and lawyers, believe me. [Laughter.]

Not to lose numbers like that. You don’t have that number of
professional people——

Representative Ricumonp. Well, they’re not doctors and lawyers.

Secretary PIERCE [continuing). Not even in New York.

" RESPONSIBILITY FOR THE POOR

hRepresentative RicuMOND. But they’re also not widows and or-
phans.

What I worry about is who is going to take care of the poor
people in the United States who are unable to work? Who is going
to train or retrain those who want to work. Who is going to set up
day care centers for them? Who is going to do something about

- helping to move toward a productive future if we depend on the
States to do it? Because we know very well the Southern States
aren'’t going to do it?

Secretary PIErcE. I don’t say that we know that, but——

Representative RicHMoND. The administration and the Southern
and Sun Belt States seem to be saying it.

Judge Pierce, have you ever thought about the counterproductiv-
ity of poverty, the fact that our two major industrial competitors in
the world, Germany and Japan, don’t have poverty, the fact that
they’'ve been able to wipe out poverty even though they lost World
War II. They’ve wiped out poverty and we haven’t been able to do
it

‘We have 40 million poor people in the United States, most of
whom live in cities. S

T

LoV
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Secretary Pierce. Well, that depends on what you call poverty.
Poverty is a relative thing, as we well know.

What is poverty? What income does somebody have to make to
be poverty stricken in this country? Do you know?

Representative RICHMOND. Are you suggesting that there may be
“only” 25 to 30 million poor in the United States?

Secretary PIERCE. What is it?

Representative RicimoND. Right now the poverty level is rough-
ly $8,000 for a family of four— - ' :

"~ Secretary PiERCE. And that's—

Representative RicHMOND [continuing]. In the United States.

S Secr;atary PiErcE [continuing]. For anywhere in the United
tates?

Does it vary from State to State, or locality to locality?

Representative RicHMOND. Yes.

Secretary PiErRCE. Of course it does, because it is based on the
median income for the particular area. .

Representative RicumonD. Food is basically the same price any-
where in the United States.

Secretary Pierce. No; it’s-not the same. It's not the same. I
travel a lot, and it’s not the same.

Representative RiciMoND. Food is not the same?

Secretary Pierce. No. Not all over the country. You don’t pay
the same money for food in one place as you do in another. You
can buy cheaper food in some places then you can in others. And
I’'m sure if you traveled a lot, you'd find that out.

Representative RicimonDp. We know, for a fact, that food is much
more expensive in every ghetto in the United States compared to
every middle class or wealthy neighborhood. That’s a different
story.

Secretary PIERCE. Oh, no. I wouldn’t say that. I think that——

Representative RicuMoND. Oh, you don’t?

Secretary PIERCE [continuin%]. That when I go downtown in New
York and eat at some of those fancy restaurants——

Representative RicaumonD. Well, we're talking about——

Secretary PiERCE [continuing]. The bill that I get down there is
much higher than when I go to a chicken joint up in Harlem.
[Laughter.]

Representative RicamonD. Judge Pierce, poor people don’t go to
restaurants. I'm talking about grocery stores and supermarkets.

We know for a fact that ghetto grocery stores and ghetto super-
markets are considerably higher than those on Madison Avenue
and Lexington Avenue in New York City. We've tested that any
number of times.

I, myself, have followed trucks back and forth and seen them
take the grocery food from Madison Avenue supermarkets and
bring them to Bedford-Stuyvesant. We know that happens all the
time.

Secretary Pierce. No, I don’t know that happens all the time.

Representative Ricumonp. We can document it. CBS has done a
documentary on it—many of us have documented the fact that the
vegetables that are in the fancy supermarkets in Manhattan on
Monday and Tuesday find themselves in Bedford-Stuyvesant and
Harlem on Wednesday and Thursday. We know that—
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Secretary PIERCE. Well—well, no.

Representative Ricumonp. We know that on welfare day—on
welfare Tuesday—Monday prices have gone up overnight in ghetto
supermarkets. I've looked in the window and seen them raising the
prices myself.

Secretary PIERCE. Well, let me say this. I know that there are
some small stores——

Representative RicumonD. No; I'm talking about the big super-
market chains.

Secretary PIERCE. You mean like a Safeway and something——

Representative RICHMOND. Like a Safeway, like an A&P——

Secretary PiercE [continuing]. Will charge much higher in
Harlem than it does——

Representative RicHmMoND. Of course, they’re going——

Secretary PIERCE [continuing]. Downtown?

Representative RICHMOND [continuing]. To charge more——

Secretary PIERCE. Yes?

. Representative RICHMOND [continuing]. By areas, especially food,
as you know. And we monitor that very closely.

Food prices in Bedford-Stuyvesant and in Harlem are higher and
the quality is much, much lower than anywhere else in the city.

Secretary PIERCE. What has the Federal Government been doing
about that in the last——

Representative RicumonD. Nothing.

Secretary PIERCE [continuing]. Twenty years?

Representative RicHMoND. Nothing.

Secretary Pi1ERcE. It exists, doesn’t it?

Representative RIcHMOND. I think something ought to be done;
don’t you?

Secretary Pierce. Well——

Representative RicHMOND. You know, you just can’t have the
Federal Government keep its hands off the cities. We’re one nation.

Secretary PIERCE. You mean the Federal Government should
make the cities and the independent private companies put the
food where the Federal Government wants it and tell them what
price to charge; is that what you want? :

Representative RicHMOND. I think it’s basically—we have a set of
Federal laws in the United States. I don’t know why the prices
should be higher in a ghetto than in a middle-class neighborhood. 1
don’t know why the greatest hope of any poor woman living in a
ghetto is to get a ride to go to a supermarket outside of her neigh-
borhood so that she can buy fresh food cheaply.

Why should a poor woman have to leave her neighborhood to go
shopping because this——

Secretary PIERCE. Well, tell me this. Why haven’t you introduced
legislation to take care of that long before now? You’ve had the
Federal system. You’ve had the way to do it. Why didn’t you do it?

Representative RicimMonD. Well, it’s basically——

Secretary PIERCE. I mean, why haven’t you——

Representative RICHMOND [continuing]. The job of the——

Secretary PIERCE [continuing]. Done it?

Representative RicHMOND [continuing]. Federal Trade Commis-
sion. We haven't been able to get much done with them.

Secretary Pierce. All right.
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Representative RicimonDp. But, Judge, I go back to this whole
concept of poor people voting with their feet. And should the Fed-
eral Government just sit by and allow them to do it?

Secretary PIERCE. I think I've given you the answer to that.
We've gone over this quite a few times.

Representative RicamonD. Thank you.

Representative REuss. Congresswoman Heckler.

HIGH INTEREST RATES

Representative HEckLER. Thank you, Mr. Chairman.

Mr. Secretary, the Urban Policy Report says the administration’s
economic recovery program is the foundation of its urban policy.
While that premise seems basically correct, it would seem that all
of the critics and some of the analysts of the economic recovery
program point to the obvious cost of money as being the greatest
handicap, the greatest barrier to the use of the incentives in, for
example, the tax changes.

I wonder how you view the interrelationship of the high interest
rates which we presently have and the potential of the economic
recovery program to achieve an urban policy reconstruction, which
is the goal of the administration?

Secretary PiErce. Well, there’s no doubt that interest rates will
have to go down further. But I would like you to keep in mind that
just about a year and a half ago interest rates were about 20 per-
cent. So, they were up, and they've come down to some extent.
They need to come down much more.

We are hopeful that the economic recovery program will result
in reducing interest rates.

Representative HEckLER. Well, it would seem that we have had
so many meetings with Chairman Volcker of the Federal Reserve
Board. We have debated for so many years the independence of the
Federlal Reserve System. I have earlier supported that very ada-
mantly. .

And I'm now rethinking—not that I see another alternative
.that’s acceptable, but I do see the continuation of the interest rates
at the present level as stymieing any economic recovery in the
whole country. .

Now, you are the Secretary of Housing and Urban Development,
and I know how committed you are to the goals of the urban devel-
opment of this country. I wonder how you can interact? Is it possi-
ble for you—do you speak to Chairman Volcker, do you discuss this
issue of the interest rates?

Unless something is done about interest rates, I don’t see how
even the most effective program on the books can be translated
into an economic recovery.

Is this something that you can discuss with Chairman Volcker—
a subject that you can deal with as Secretary?

Secretary PIErCE. Well, he’s certainly a person I can talk to. He'’s
a good friend. We worked in the Treasury together some years ago
when I was General Counsel. He was Under Secretary. So, he’s a
very good friend, and I certainly can talk to him.

Actually, I think Paul Volcker has, under the circumstances,
done a very good job. When I look at inflation and see where that
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was at one time and where it is now, I think he is responsible, in a
very substantial measure, for that improvement.

So, I think Paul Volcker is sensitive, and I think he realizes that
a short-term fix will not really rectify our situation. We have to
work on a long-term basis. We’ve been making too many short-
term fixes. And that’s the way we're going to have to go if we want
our economy to have constant and stable growth.

Representative HeckLer. I would agree that there is no band-aid
that would be effective today. At the same time, I wonder how long
the interest rates can continue at the present level without severe.
ly handicapping the possibility of the economic recovery program
of the administration to be effective at all?

Because of these interest rates, and because the cost of money
continues to be as high as it is now, I don’t see how urban develop-
ment can be afforded by private entrepreneurs. And so much of the
essence of the report is on the development of the private sector,
with which I concur.

But I say how can the private sector invest in growth when the
ocst of money remains that high? And doesn’t it become counter-
productive for the Federal Reserve System to keep money that
high and make it impossible for a recovery to actually occur?

Secretary PiERCE. We are working at that, and we believe that in
due time we will be able to get interest rates down. And I would
agree with you, they are still too high. They are going down slowly.
There has been some up-and-down movements in them recently.
But I think on the whole they’re moving downward. And I believe
that they will go much further down by the end of the year.

OPPOSITION TO REPORT

Representative HECKLER. Mr. Secretary, most of the mayors that
we’ve heard from seem to be very opposed to the President’s Urban
Policy Report.

Why do you believe this is so? And how would you analyze it?
And how do you rebut their objections to the report?

Secretary Pierce. Well, I'd have to let the mayors speak for
themselves. A number of the mayors that I've talked to consider
the report a fair one, an equitable one, and one that can possibly
work.

There are others who do not, who think that this is the wrong
way to go.

I think it's basically a matter of philosophy. I think that what
the mayors are saying is:

We want to go the same way we have been going since the time of Roosevelt. We
want the Federal Government to give us some money, throw some money at prob-
lems. We know how to deal with that. But now you want to change horses in mid-
stream, and we don’t know how to deal with that. We know and like the old way.
We do not know and are apprehensive about the new way. And so, therefore, we
wfant to st&lzg' with what we are used to and what we have been doing since the time
[») Rooseve .

And I think it’s a difference in philosophy and approach, two dif-
ferent ways.

We think that the approach that we have set forth in this report
is correct, and they think that the old way is right.
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We think that program after program under the old way has
shown that it is the wrong way and something needs to be done to
try to alter the situation. Otherwise, we're going to continue with
higher and higher deficits and with this country coming closer and
_ closer to 1929 again.

Representative HEckLER. Well, Mr. Secretary, my time has ex-
‘pired. But I am pleased that you have continued the support for
the urban development action grant program, because no particu- -
lar program in my congressional district has generated more pri-
vate-sector jobs and long-term career opportunities for people than
that program. Because it is so valuable, it should be preserved.

I understand my time has expired.

Representative REuss. Thank you, Representative Heckler. Con-
gressman Crockett.

Representative CRockerT. Thank you, Mr. Chairman.

STATES RIGHTS

" 'm not a member of your committee, but I certainly do appreci-
ate this opportunity to participate in the hearing.

Mr. Secretary, I regret that I was not here in time to hear your
formal presentation. And about all that I know about the new eco-
nomic policy for urban areas promulgated by the administration is
really what I read in the newspapers. , :

I have one basic question, however, on which I think you might
be able to help me. I'm at a loss to understand the difference be-
tween the so-called philosophy of “States rights” and this so-called
New Federalism.

I come from a district in Michigan that is roughly about 75 per-
cent nonwhite. Most of them trace their roots back to the Deep
South in the period prior to 1935, which I think you indicated was
the date for the terrific change in our economic and social attitude
as far as the Federal Government was concerned.

So, I am constantly being asked by my constituents whether or
not New Federalism, for them, means going back to the kind of ex-
istence that they had in the Deep South during the Hoover period
and before the Federal Government became interested in such
issues as education, housing, health, and employment.

I'm at a loss to answer that question, because as I view your
policy of New Federalism, it seems to me like sort of a dressed-up
version of States rights.

And when I remember some of the campaign oratory of our
President, I have some difficulty understanding what the basic dif-
ference is.

Perhaps you can help me.

Secretary PIErCE. Well, I think there is a basic difference. And
let me try to explain what we’re trying to do with the federalism
initiative. :

What we're attempting to do is have the responsibilities and au-
thority for Government reassigned or redivided among the three
governments.

Now, when those responsibilities are redivided, it does not mean
that the Federal Government will say, “I am no longer interested
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in seeing to it that the constitutional rights of individuals are
taken care of.” We will.

You said you were not here when I spoke, when I talked substan-
tially about the efforts that we’re making with fair housing and
that, no matter what happens, we will have the means of pursuing
our fair housing goals.

I made a statement here today that the Federal Government will
continue to see to it that the rights of the individual are upheld,
that no one will be discriminated against because of race, creed,
color, sex, or national origin. That is what we say. That is our posi-
tion.

And I think what your people are worried about is that the
States will take over and then start doing things that are discrimi-
natory with tax moneys that they get from revenue sources that
may be even primarily Federal, because we may shift certain reve-
nue sources to States and localities to do certain things.

But when we shift that money, that will not mean that we will
abandon the rights of people.

STATE AND LOCAL CAPACITY

Representative CRockETT. My second question has to do with how
the administration expects States and local governments to assume
this increased responsibility when the Federal Government contin-
ues to take such a major share of the tax pie and funnels such a
large portion of that share into the so-called defense budget?

Secretary PIErCE. Well, as I say, we intend to try to redivide and
to give back certain revenue sources to State and local govern-
ments so that they will be better able to handle some of these
added responsibilities.

Now, exactly how much there will be will depend on a number of
things. But the biggest thing we think it will depend on is a thriv-
ing economy.

We believe that if our economy grows and becomes strong and
stable, there will be sufficient revenue sources to take care of na-
tional needs—such as a strong defense—as well as State and local
needs.

Representative CRockeTT. Thank you, Mr. Chairman.

Representative Reuss. Thank you.

Secretary PIErcE. Incidentally, may I just add one more thing?

I don’t know whether you know this or not—but you weren’t
here when I made the statement—but in 1980, this committee said
the best thing the Federal Government could do would be to bring
about a strong economy. And that would be the best thing to help
cities, to help the urban areas.

Representative Reuss. Thank you very much, Mr. Secretary.

We said that in 1980, and we’ll say it again today. And would
that it might happen.

You've put it yourself very well. We appreciate your being before
us and your frankness and responsiveness to our questions.

Secretary PIERCE. Thank you very much, Mr. Chairman.

Representative Reuss. And we look forward to seeing you again
down the line to see how we're doing.

12-348 0 - 83 - 3
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Secretary PIErce. Well, I'm sure we’ll see each other. Thank you
very much. '

Representative Reuss. Thank you very much, Mr. Secretary.

We'll now hear from a blue ribbon, gilt-edged panel, Mayor
Charles Royer of Seattle, vice president of the National League of
Cities; Professor Roy Bahl of Syracuse University; Milton Kotler, a
leader in the neighborhood movement, who is now vice president of
the Center for Responsive Governance; and our old friend Bob
Embry, a former Assistant Secretary of HUD, now a consultant in
Baltimore.

Mayor Coleman Young of Detroit was scheduled to be with us
and has been with us until a few moments ago. His statement is
available at the press table and is herewith released. He will be
with us at 9:30 tomorrow morning to answer questions about his
statement. His reason for leaving is one that we have to under-
stand. He is taking off for Baltimore, where he’s about to have
lunch with the President.

And since Mayor Young played a valiant role at the U.S. Confer-
ence of Mayors convention just a few weeks ago, shortly after the
first version of the President’s National Urban Policy Report sur-
faced, and led the hue and cry against it, which resulted in the
second version, it is not beyond the realm of possibility that, should
the seating arrangements at the Presidential lunch permit, he
might have an opportunity to get in a few licks and maybe there
will be a third version tomorrow and we can start the hearings
again.

Until that time, however, we will start. And because Mayor
Royer of Seattle has a time problem, too—and we're very grateful
to him for coming all the way across the continent to be with us—
we're going to hear your statement first.

Representative MrtcHELL. For heaven’s sake, you aren’t .going to
have lunch in Baltimore with the President, too, are you? [Laugh-
ter.]

Mayor Rover. I had a previous engagement, Congressman Mitch-
ell, and I was unable to attend.

Representative MrrcHELL. So did I. [Laughter.]

Representative REuss. Mayor Royer.

STATEMENT OF HON. CHARLES ROYER, MAYOR, SEATTLE,
WASH., AND FIRST VICE PRESIDENT, NATIONAL LEAGUE OF
CITIES

Mayor RovER. Mr. Chairman, Congressman Mitchell, I'm Charles
Royer, mayor of the city of Seattle.

I guess you might say that Coleman is voting with his feet in
going down to Baltimore today——

[Laughter.] -

Mayor Rover [continuing]. To speak with the President. His last
minute invitation is somewhat illustrative of the kinds of activities
that have gone on in the National League of Cities and in the U.S.
Conference of Mayors with regard to the urban policy and the de-
velopment of the New Federalism proposals.
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We have tried, as mayors, city council members from around the
country, through our public interest organizations, to carry on a
discussion with the administration. And we have had a discussion.

We have, through the National League of Cities, evaluated the
New Federalism proposal, the framework for federalism in the be-
ginning, and now the Urban Policy Report.

And I would like to submit for the record, after nearly 2 years’
experience in dealing with these urban initiatives, the National
League of Cities’ statement on the federalism and urban policy pro-
posals.

If I could quickly summarize the National League of Cities’ state-
ment——

Representative REuss. Your prepared statement will be admitted
into the record in full.

Mayor RoyeR. Thank you, Mr. Chairman.

The National League of Cities’ statement on the Urban Policy
Report rejects the notion that Federal grants in aid have contribut-
ed to cities’ decline, and NLC is concerned about the disengage-
ment of the Federal Government from the Federal-local partner-
ship that’s meant so much to cities.

The conditions that the cities laid down for acceptance of the
Federalism proposals have not been met. And therefore, the Na-
tional League of Cities, which is an organization representing
15,000 towns and cities across the country, in a consensus vote at
our board meeting this weekend, stated that we could not, in their
present form, support the federalism proposals. .

That was not an easy position for the National League of Cities
to come to. The National League of Cities is, because of the diversi-
ty of its membership, a rather careful organization and attempts to
reach policy decisions through a process involving a grass roots
effort around the country—big cities and small, working together
to try to determine what is best for their cities.

I think I can summarize the feeling of the board members meet-
ing in North Carolina this weekend; in their views the Urban
Policy Report and the New Federalism proposals, taken together,
are, in effect, an effort on the part of the administration to ration-
alize some serious budget-cutting on the domestic side, with a cer-
tain amount of rhetoric which has attracted a tremendous amount
of attention from the President of the United States and from the
- Congress—and for which we’re grateful.

But we believe that the urban policy basically was written to jus-
tify the fact that cities would pay the price for what I think I can
characterize as a “radical” economic program. The word was used
at the board meeting, a “radical” economic program, a “radical”
view toward American cities.

Since urban aid is cut, urban programs are denounced as harm-
ful to cities. Since the unemployed are destined to be set adrifi, the
authors seem to make a virtue of mobility and dislocation.

The unemployed are now free to load the family in a battered
car and wander in search of work, providing they can afford the
gasoline.

It’s a program which seems to be straight out of the pages of the
“Grapes of Wrath.” And the new Joad family, I guess you could
find on the pages of the Washington Post this morning. In Texas,
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they call them “black tag people,” people who have moved from
Michigan and the unemployment in the auto industry to Houston
and to Dallas. And the report in the Washington Post this morning
said they were identified in the South in an ironic reverse migra-
tion, identified by the black tags—license tags on their cars.

Since the Federal role is to be limited to defense and foreign
policy primarily, the policy promotes the States as the new champi-
ons of urban areas.

Coleman and I had a long discussion last night about our States
and how well they’re doing. And again, in the paper this morn-
ing—and I don’t know who edits that paper, but someone was very
pressing in deciding what stories to put in today, because the whole
urban policy was stretched from the collapse of the Boeing Co.—
“collapse” is a little strong, the decline of the Boeing Co., along
with the airline industry to the collapse of the fiscal capacity of
State government.

All 50 States were characterized in the Washington Post today in
terms of their ability to deal with fiscal problems, from Texas,
which is building new colleges and universities and financing edu-
cation, to Washington State, which just put a sales tax on food in
an emergency session to try to balance the budget. Food does cost
more in Washington State—and not just in the restaurants.

I think what we're talking about, Mr. Chairman, is a tremendous
amount of rhetoric that conjures up an urban fantasy: where State
legislatures are not in any way affected by special interest groups;
where State governments do the right thing; and where, in metro-
politan areas, cities are all equal—unlike in my city, my metropoli-
tan area, where our tax revenues went down 1 percent, while in
the fourth largest city in the State, a suburb of Seattle, they went
up 15 percent.

There are disparities, not only among States but among cities.

This document contemplates a world in which there are no such
disparities, in which everyone does the right thing.

And I think, without being too terribly critical of the motive, the
fantasy, while interesting, is probably not at all relevant to the
practical day-to-day happenings in American cities.

And those of us who work in cities are looking all of the time for
practical things: what works; what is relevant; what’s practical;
and what can happen within the short lifetime of a mayor. And the
mayors’ lifetimes are getting shorter these days.

Let me just try to relate very quickly, Mr. Chairman, some of
those relevancies and practicalities to what is in the document and
what is contemplated in the New Federalism.

First, the States. My own State has suffered through two regular
sessions and four special sessions in 18 months. They’'ve cut serv-
ices by more than $1 billion, and they’ve increased taxes by an
equal amount. A budget of $8.1 billion is now $6.9 billion, including
$1 billion in new taxes. We are getting less for more, in short. .

Washington’s problems are magnified by the depression in the
timber industry caused by, in large part, a disengagement of the
Federal Government from a 40-year responsibility in housing—not
just housing for the poor, but housing for the country. Our housing
industry, without stimulus, is in severe decline. In some counties in
my State, unemployment is 30 percent.
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The National League of Cities’ survey of 43 cities around the
country, cities in all 4 regions of the country, shows us that cities are
in the same kind of distress as are the States.

And the same kinds of disparities exist around the country: In
Tucson, a $30 million cut in the capital improvement program; and
in Little Rock, the laying off of 42 people, including police and fire-
fighters.

Those cuts are in concert with tax increases. Every city, almost
every city, we looked at has increased taxes and fees to the extent
that city can.

We are putting fees on everything now. We're raising the price
of going to the zoo in my city, and we've raised the price of the
parking meters until there’s a near revolution in my city.

Cities are trying to do what they can with limited fiscal capacity.
Most cities are facing similar problems. Revenues are not keeping
up with the demand for expenditures.

And there is a kind of sickness that is developing in our older
cities—more than a sickness. We are postponing capital expendi-
tures because of the budget problems. And we are allowing our
urban teeth, if you will, to decay because we can’t afford the pre-
ventive dentistry to do what we need to do.

The older cities are getting older and mere deteriorated. The
newer cities, trying to accommodate growth, are unable to do that,
even if that growth provides jobs for people.

In my own city, to paint a bridge costs $650,000. If you don’t
‘paint the bridge, the bridge falls down and my children will re-
place the bridge at some time in the future. Those are choices,
hard choices, that cities are making.

I've watched the public-spirited business people in my city try to
make up for some $20 million in social services cuts through some-
thing called “Project Transition,” and they were able to raise $2
million. And that was a wonderful thing for people to do, but it fell
far short of the need. '

It’s difficult to understand how the authors of this policy can
assume the private sector will be motivated to renew distressed
cities and to make new investments when the Federal Government
itself, in a most highly publicized way, is writing off investment in
cities as not being effective.

Now, consider that for a moment.

I go to the banker in my city and suggest to that person that he
invest in the central city. And he says to me, “The Federal Govern-
ment, in an official urban policy report, said to the U.S. Congress
that investment in cities makes no difference, that you cannot turn
around the kind of decay you're talking about with investment in
cities.”

The administration, in this report, is, in essence, damaging the
same public-private partnership it says it wants to encourage by
the kind of rhetoric they are using the policy decisions that are
being made.

Let me try to finish up as quickly as I can, Mr. Chairman, by
talking about my city briefly and what we have done and the re-
sentment some of us feel when we are told that we throw money at
problems, that are addicted to Federal funds.
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I wasn’t even around when Mr. Roosevelt was President, and I
don’t remember, therefore, what it was like then. But I do remem-
ber what it was like when there was an activist Federal Govern-
ment and an activist, interested mayor and an activist, interested,
concerned citizenry in Seattle and we pulled outselves out of the
greatest depression in our city since the Great Depression. It was a
time when the Boeing Co. went from 110,000 workers to 50,000
workers in a little over a year.

With the Federal Government, the private sector, new economic
development ideas—leadership from the Federal Government and
the State government and the local government—we were able to
pull ourselves out of that depression, in which we were even ahead
of Detroit in terms of unemployment, which is hard to do.

But the Federal Government played a role in trying to help pro-
vide some programs that would give the unemployed some dignity,
that would give those people who were disconnected from their jobs
some choice other than to move out of what, some 10 years later,
national magazines called “the most livable city in the country.”

We were able to turn that situation around, but only with a part-
. nership. And the notion that we are not innovative or not inven-
tive or simply, like some kind of urban methadone freaks, tied to
some mainline in Washington, D.C.—that’s a wrongheaded notion.

And I believe my views are shared by mayors of cities, big and
small, around the country.

In our city, when the section 8 program declined and we had
8,000 people on a waiting list for housing, the citizens of my city
taxed themselves to the tune of $48 million on the property tax to
build 1,000 units of low-income, elderly housing. We won 76 percent
of the vote last November for that proposal. '

Tell me that people in this country are unwilling to pay taxes for
a good idea or unwilling to stimulate the housing industry. In less
than a year, the very-first units authorized by that bond issue will
be constructed even though the interest rate on municipals is
nearly 12 percent.

But that’s an indication, Mr. Chairman, of the kind of spirit
there is in the cities. Unfortunately 1,000 units will not last us very
long, because there are 7,000 still on waiting list. And we can’t go
to the bond market again for another $48 million, because we don’t
have the debt capacity. But we’re willing to help, and we need the
Federal Government as a partner. We've paid a very heavy price in
our city, with very high excise taxes, with extremely high demand
on the energies and resources of business.

The person who headed the bond issue campaign for those elder-
ly housing units is the chairman of the State’s second-largest bank.
He was also the opponent of a rent control issue that was on the
ballot just before we went out to produce housing.

The rent control advocates and the bank president sat down to-
gether and, with an army of elderly people, got 76 percent of the
vote. That kind of cooperation exists in cities. And it needs to stim-
ulated and recognized by the Federal Government with some of the
tools and the instruments that we have had in the past.

With each shift of responsibility as contemplated in the New
Federalism proposals, with each shift of responsibility contemplat-
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ed in the Urban Policy Report, there seems to be a concurrent shift
of the tax burden.

Our people are now, as I said, paying a tax on food in order to
make up for some of the shortfalls.

The shift has meant, for cities—with their disproportionate share
of the elderly and poor—that we must now pay a disproportionate
share of the costs of meeting human needs.

When the State government cannot support mental hospitals in
Washington State, the streets of Seattle become the mental asylum
of last resort. We deal with those people in our cities.

I guess, Mr. Chairman, in conclusion, the question that comes to
mind in reading the Urban Policy Report—and I read most of
both—the first draft, where the language was aggessive, belliger-
ent, nearly insulting, and the second, where that language was re-
moved—the substance remains roughly the same. The language
has been changed to protect the guilty, if you will.

But the question that comes out by reading both of those docu-
ments is: Do we have a national purpose? Are we one nation, or
are we an aggregation of States, linked together only by a common
army? Or are we a national community?

Part of our tradition is the belief that we have a national inter-
est that keeps us together. This belief has not been a partisan
issue—never has been a partisan issue.

It began in 1949, with the effort to rebuild blighted areas under
the leadership of Senators Robert Taft, Allen Ellender, and Robert
Wagner. It continued under Eisenhower, Kennedy, and Johnson,
with new housing programs. It continued with Presidents Nixon,
Ford, and Carter; major efforts to rebuild public transit, clean the
air and the water, and focus city renewal efforts on economic devel-
opment.

Throughout three decades, a cooperative, bipartisan national
effort has evolved, drawing the very best from each level of govern-
ment—from the Federal Government those resources from a fairly
Progressive tax system which is not duplicated in very many States
around the country; enabling legislation from State legislatures to
allow us to deal with 100-year-old constitutions; and local bankers
like mine and local housing activitists like mine getting together to
make those laws work.

The effort hasn’t been perfect, but I think it's proved effective in
creating more livable cities and offering some measure of hope to
the poor.

It’s that record of cooperation among levels of government, that
record of steady but difficult progress that is new perceived as
coming to an end.

The National League of Cities must reject that notion.

We have had a gocd partnership. We are just beginning to learn
how to use it. And we’re not tied to the old ways.

Mr. Chairman, I'd be happy to answer any questions that you
might have. Thank you.

[The prepared statement of Mayor Royer follows:]
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PREPARED STATEMENT OF HON. CHARLES ROYER

Chairman Reuss and distinguished members:

I am speaking today on behalf of the National League of Cities,
which represents nearly 15,000 cities, the hometowns of a

majority of the American people.

In beginning my remarks, I must say that I found it somewhat
difficult to prepare for this hearing because the object of the
Committee's interest--the A&ministration's Urban Policy
report--has been in a state of constant revision until the last
few days. Two weeks ago, when the news media revealed a 160
page draft urban policy, which branded the nation's local
officials as "wily stalkers of federal funds," the President
quickly disavowed the document. Secretary Pierce, suprised at
the anger of the Naﬁion's Mayors, suggested the report was only
a staff paper that was unlikely to gain his approval. Our

anger, the Secretary assured us, was premature.

And so it was. But only by a fortnight. For the urban policy
released by the Secretary 72 hours ago bears a startling
resemblance to the draft disavowed by the President. The rhetoric

AN

is less inflammatory, but the message is the same. To paraphase
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Felix Rohatyn: the draft document told the cities to "drop
dead."” 1In the final version, in more refined language, we are
invited to expire if that is the will of inexorable economic

and social forces.

We cannot be absolutely certain that this new document is the
final version of the urban policy, and not another trial balloon.
The reports from the White House are confusing on that point.
The President is reported to have read and approved this policy,
and yet the White House press office continues to refer to it

as a "HUD document."

I can only assume that this document does truly articulate the
Administration's urban policy, because the President and the

Secretary have clearly devoted a great deal of attention to it
in the past few weeks. Any document which receives so much of

the President's concern clearly merits careful analysis.

I must also view the document as an accurate statement of policy
because it so closely parallels the Administration's past actions
with regard to the cities. As John Mitchell once said" "watch
what we do and not what we say." Those who govern America's
cities have watched the Administration's performance for eighteen
months now, and we have listened closely to their words. We

have found gaping differences between the two.

The earlier draft of the urban policy did not have that problem.
Unlike so many other federal documents of our time, the draft

did not hide its intent--or its disdain for local officials--
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behind a curtain of euphemisms. The basic values that drove

its authors were exposed for all to see. In the latest version,
these values are obsured by a rhetorical fog - a veil of patrio-
tic imagery that is difficult to penetrate. But the under-
lying values - so vivid in the earlier draft - continue to cast
a shadow over the future of American cities. They are values

I consider to be outside the mainstream of the American
tradition - radical values that rationalize human misery and

seek to justify a policy of abandonment.

As the New York Times wrote in its editorial of June 28:

"To say that cities should take care of their own problems is
not an urban policy, not even a conservative conviction. It
is a camouflage for a cruder approach to poverty in America.
Let someone else worry. Let someone else suffer. Let someone

else pay."”

This document is not an urban policy, Mr, Chairman. It is a
blue-print for surrendering America's cities. With this document,
the federal government admits it is incapable of winning the
battle for the cities, and announces its intention to go AWOL.

It is ironic that so much effort by so many creative minds has

been expended to rationalize this desertion in patriotic terms.

In fact, the direction of this Administration's policy toward
the cities was set long before anyone went to work on an urban
program. The content of the urban policy was pre-ordained by

the Administration's economic program - a program which was fully
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enacted through
® large tax cuts for those who needed them least;
® unprecedented increases in expenditures for the
arms race; and,
® tight money policies by the Federal Reserve

resulting in high interest rates.

To compensate for the deficits created by these measures,
domestic programs had to be slashed. This urban policy was
developed to justify the fact that the cities would pay the
price for the radical new economic program. Since urban aid
had to be cut, the policy denounces federal programs as harmful
to the cities. Since the urban poor were destinéd to be set
adrift, without training and without jobs, the authors chose

to make a virtue of dislocation. No longer would the urban poor
be the unwitting victims of the federal aid that had enslaved
them. They, too, would be free to load up the family in the
battered car and wander in search of work like the Joad family
in Steinback's Gréges of Wrath -- providing they could afford

the gas.

As the Administration limits the federal role to national defense
and foreign policy, it promotes the states as the new champions
of urban areas, and passes much of the responsibility for our

future to them.



Since the government--at all levels--is defined by the authors

as the enemy, the very meaning of the word “"public" is re-evaluated.
Under the new definition, neighborhoods, private firms, and the
family are thrown into the battlelines in the hope they will make

up for the absence of the federal government.

All these devices show a good deal of imagination. It is not easy
to conjure up an urban fantasy in which the theo;ies of Adam Smith
can be strictly applied to the twentieth century, where extreme
special interest politics don't control state legislatures,

where there is no imbélance of wealth between the central cities
and the suburbs or among the states. But this document creates
such an imaginery place. It is a world where the races and the
poor can be evenly distributed, and equal opportunity prevails

for all through the forces of the market place. A world where
each city can create clean streets, public transit and solid
infrastructure without help. It is an interesting fantasy.

But it isn't relevant to America's cities. It is a diversion

from reality.

Let me take just a few minutes to examine the premises of this

policy in terms of our experience in Seattle.

The cornerstone of the policy is an awesome shift in responsibility
to state and local government. On the surface, this policy has
immediate appeal, for it promises to bring power a step closer

to the people, and reduce their frustration with the fact that
decisions affecting their lives are made thousands of miles

away. That is the rhetoric - what is the reality?
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In the first eighteen months, the Administration succeeded in
combining more than fifty categorical programs in nine block
grants to the states. In most cases, the states received only
75% of the funds the federal government had formally dedicated
to such purposes before the election of 1980. 1In some cases,
programs were eliminated altogether on the theory that state
and local government or the private sector would assume these
responsibilities. The results of this first round of new
federalism are now becoming clear for the states - and for the

cities.

The Washington State legislature has suffered through two reqular
sessions and four special sessions in the past eighteen months.
They have cut state services by more than a billion dollars and
increased taxes by an equal amount. A budget of $8.1 billion

is now $6.9 billion, including $1 billion. in new taxes.

Washington State's problems are magnified by the depression in
the housing industry, because we depend heavily on the wood
products industry. But these problems are not unique to the
timber states of the northwest. More than half the Nation's
states have struggled during the past year to balance their
budgets with cuts in services, tax increases or both. Many
states, like Washington, have chosen to use a third method as
well: they have passed the problems on to the cities. When

the states close wards at mental hospitals, it is the city
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streets that become the asylum of last resort for the mentally
i1l. When the state and federal government cut off promised
assistance to Indochinese refugees, it is the cities that are

left to pay the price.

Seattle is not alone. At our meeting a few days ago, the Board
of the National League of Cities reviewed a survey of forty-three
cities across the country. It showed that most cities are
already facing difficult financial problems because of the early
stages of the new federalism and the continuing recession. The
cities are already cutting basic services and postponing capital

projects that are badly needed.

Now, the Administration is proposing a second stage in the new
federalism. The details remain hazy, but the basic outline has
emerged. Medicaid will be assumed by the federal government,
while the responsibility for most welfare programs is cast of £
the states. Forty additional federal progréms will become state
responsibilities -- including community development, employment
and training programs, public transportation, water systems, and
a host of others. These are not the marginal federal programs.

These are the basic tools of urban survival.

To compensate for these new responsibilities, the Administration
promises to shift taxing authority to the states. Yet, even if
the states choose to use that authority, the resources will not
equal the added responsibilities. An estimated $20.6 billion

in taxing authority is offered to pay for $30.6 billion in
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programs. Further, these new revenues have a sunset clause.
The federalism trust fund is designed to self-destruct by 1991,
leaving the states and cities to make up the difference entirely

from their own resources, or do without the services.

When state and city resources give out the Administration suggests
we rely on the private sector. I have watched the good business
leaders of my city struggle to piece together $2 million in a
special fund drive to offset more than $20 million in health

and human services cutbacks. It was a valiant effort, but it

fell far short of meeting the need. It is difficult to understand
how the authors of this policy can assume the private sector

will be motivated to renew distressed cities when the federal
government itself has given up the task. By abdicating its role,
the federal government has taken a giant step'to crush the
public-private partnership that is a key ingredient of its own

strategy.

The same can be said of the remaining pillars of strength, the
neighborhood and the family. The policy of encouraging the
urban unemployed to move elsewhere in search of work will
divide families and diminish the strength of neighborhoods.
Neither institution can thrive in a nation of migrants.

All of the people of my city, like many others, have struggled
during this past yearlto make up for what we were losing in
Olympia and Washington, D.C. When fhe federal government
abandoned its forty year commitment to build housing for the
low-income elderly, the people of Seattle voted to tax themselves
to build 1,000 units of housing for the elderly poor.

When the Administration decided to walk away from the Public
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Health Service hospitals, we chartered a public development
authority to keep our public health hospital open. As the

state and the federal administration cut back on aid to
education, the people of Seattle voted to tax themselves again
to save our schools. Our city, and many others have paid a heavy
price to maintain the quality of urban life during the past

18 months, but we cannot afford to pay much more.

I agree with the Administration that the outmoded practices of
state government have contributed to the problems of the cities
and must be reformed. Like most mayors, I spend a good deal of
my . time in the state capitol pushing for the very reforms the
Administration appears to advocate - for flexibility on annexa-
tion, for tax reform, and urban home rule. But my state capitol
is controlled by those who share the Administration's policital
theology: those who ran their campaigns against the fundamental
ideas of government activism at any level. Far from becoming
the champions of the urban poor, these ideologues have passed
the bill for their doctrine directly to the people of the cities,

and especially to the poor.

With each shift of responsibility to a lower level of government,
there has also been a corresponding shift in the tax burden
from the rich to the poor, from a relatively progressive federal
income tax to regressive taxes at the state and local level.
This shift has meant that the cities, with their disproportionate

share of the elderly and poor, must pay a disproporticnate share
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of the costs to meet basic human needs. It has meant that states
like Washington, Oregon and Michigan which suffer severe economic
hardship, must face their burden alone, without the help of the

rest of the Nation.

In light of the wide disparities among the states and among
the cities, this policy raises a fundamental question: are
we one Nation? Or are we fifty sovereign provinces united

only by the need to support a common army?

Part of our tradition is the belief that we do have a national
interest that unites us. For decades, that national interest
has included the well-being of America's cities and the people
who live in them. This belief has not been a partisan issue.

It began with the national effort to rebuild blighted areas in
1949 under the leadership of Senators Robert Taft, Allen Ellender,
and Robert Wagner. It continued under Presidents Eisenhower,
Kennedy, and Johnson in the 1950's and 1960's with new housing
and rehabilitation programs. It continued with Presidents Nixon,
Ford, and Carter in the 1970's, with major efforts to rebuild
public. transit systems, to clean up the Nation's air and water,

and to focus city renewal efforts on economic development.

Through all of these periods, a cooperative national effort
evolved, drawing the best from each level of government; federal
resources from the greater fiscal capacity of the national
government; state enabling laws for local renewal efforts and
mortgage credit through housing finance agencies; and local
determinations of need, within broad national priorities, and

locally-designed approaches to meet those needs in partnership

12-348 0 ~ 83 - 4
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with the private sector. This cooperative effort has not been
perfect. Some programs are less successful than others, some more
administratively burdensome, and so forth. But the overall

effort to create more livable cities and offer some measure of

hope to the urban poor, must be judged a success.

It is this record of cooperation among federal, state, and local
governments, this record of common commitment to agreed-on ends,
this record of steady if difficult progress, that is now coming
to an end. According to the Administration, there is no urban
problem that fequires a national solution; to the extent that
there is a problem, it is up to each state to deal with it or

not as it wishes, with its own resources.

The National League of Citieés totally rejects this truly radical

approach.

As the Mayor of Seattle, I too must reject this policy. For
I have seen with my own eyes, in my own city, what this alliance

can create.

igwelve years ago, Seattle would have failed the Administration’'s
'”’ieét of economic viability. Our major industry, the Boeing
Company, had laid off two-thirds of its workforce. Tens of
thousands were thrown out of their jobs, the area's population
declined, and the city's revenue fell sharply at the same time
gervices were most needed by our people. The situation became
so bad that billboards were put up that said "will the last one

to leave Seattle please turn out the lights."
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But the city recovered from those hard times. There were a
variety of reasons, including many that the Administration would
hold dear - private initiative, budgetary restraint, economic
development, neighborhood organizing. But anyone who lived
through that period in Seattle's history remembers the vital
role played by the federal government. The aid came in a
variety of forms -- food for the hungry, public employment to
bolster the self-respect and retain the skills of the unemployed,
economic development grants to diversify the economy and restore
the City's historic market district, summer jobs for the
frustrated young people who stood no chance of finding work in

the private sector.

We used those federal investments well, like many other cities
have. We restored the health of our local economy and began to

return to the federal treasury far more than we had received.

By 1978, less than a decade after our city had been at its lowest
point, national magazines called Seattle America's most livable
city. We owe a part of that successful recovery to the federal
government, and to a tradition of compassion that dates back

through eight Presidents.

Mr. Chairman, federal programs have worked. They have sped the
‘recovery of cities like Baltimore and Minneapolis and relieved
the suffering of countless families in large and small cities

during the past five decades. We must learn from that history.
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With the release of this document, the Administration has forced
the Congress to make an historic choice. It is a choice between
abandqnment and reinvestment. The Administration has advocated
the first course, but they call it by other names. They urge
the unemployed to leave their roots behind to "vote with their
feet." They suggest we leave major industries behind and call

it "picking the winners.”

There was a time in our history when planters took that attitude.
They used the soil for what it could give and then moved on.

When those fields gave out, they moved on again. For hundreds
of years you could do that in this country. When the dust bowl
came, or the factory gates closed, people could always move

further west to build a promised land on the frontier.

But I am the Mayor of a frontier city, and I can tell you that
things have changed. Those who come from Gary and Detroit to
seek opportunity in my city today meet people from Nome and
Bangkok and Mexico City seeking the same opportunity. They find

the same problems, the same issues, they left behind.

But perhaps I have one advantage as a Mayor from the Pacific
Northwest. Since I have lived on the frontier, I know its
limits. I know that the opportunities we are seeking must be
created by working together, with the‘participation of all
elements of society, and an activist federal government. There
is no promised land beyond the horizon. We shall have to build

it where we stand.
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Representative REuss. Thank you. I'll be very brief.

SURVIVAL OF THE FITTEST

What do you say to the argument advanced by those who hold
some of the views set forth in the urban policy statement? For in-
stance, that, just as under Darwin’s law of evolution there was a
survival of the fittest and a bird or animal that couldn’t shape up
was due to pass away from the scene, the same fate should befall
cities which can’t make it on their own? If you recall that doctrine
was applied to society by Herbert Spencer and others in their doc.
trine of social statics, which said that we should Jjust leave things
alone and everything will work out all right—the fittest will sur-
vive and those who aren’t fit will go the way of Nineveh and Tyre.
What do you say to that?

Have those people got a point? Why shouldn’t we simply say of
your city, for instance, that since the high cost of jet fuel and the
worldwide recession produces difficulties for Boeing and high inter-
est rates produce horrible difficulties for the lumber industry and
Douglas firs no longer go crashing to the ground with the frequen-
cy that they used to, therefore you aren’t surviving and you ought
to leave your city to the glorious cascades, where it all started?

How about that? How would you answer the learned Dr. Smell
Fungus, or whoever proposed that theory? [Laughter.]

Mayor Rover. Well, I think the chilling part of the—and I'm
always, Mr. Chairman, when I’'m around you, I'm always getting a
little tonguetied because of your eloquence. But the chilling part of
that approach is that those people are right. Without attention we
will never go back to what we were, because in my part of the
country, we have cut down a lot of those Douglas firs. But they’re
right, that without activist participation, we will, in fact, move
backward in time.

The Secretary talked about Massachusetts, how it achieved
growth in the economy by cutting the budget. My reading of the
situation in Massachusetts is different—and while I am not a real
wiley stalker of Federal funds these days, I am a wiley stalker of
new jobs.

And as we go out and begin to look for those new industries that
will provide jobs, we keep hearing from those industries who have
located in Massachusetts that they’re chasing brains, they’re chas-
ing research capacity, generated by one of the finest educational es-
tablishments in the world. Keeping that up is fairly important.

They’re not chasing tax abatement, certainly they could come to
my State. We don’t have a corporate income tax. But they’re not,
they’re going to Massachusetts, where they’re producing engineers
and research capacity and the brains that are necessary to meet
the new economic realities of our time.

So, I think there are some wrongheaded notions about what
works. And I can only say that I know some of what works was in
the “old days” of just a couple of years ago. We don’t want all of
that back. No one really does. Some of it didn’t work, and we're
quick to point that out.

But those things that worked have to come from a sense that in-
tervention makes a difference, that the Federal Government is not
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evil—I mean, the report seems to say that all levels of government
are somehow bad.

The notion that the Government can make a difference is one
that we have to instill, and that’s a function of our credibility in
politics with the American people. I think we’ve lost a tremendous
amount of it. We have to get some of it back, and here we have an
opportunity; by intervening and making a difference—in a well-
publicized way at this point.

Representative Reuss. Thank you. Congressman Wylie.

Representative WyLIE. Thank you, Mr. Chairman.

Thank you very much, Mr. Royer, for an excellent statement.

HISTORY OF URBAN PROBLEMS

May I say I think that you gave us an excellent statement—in
favor of some change, however, if I may be so bold.

You spoke of sickness and decay, of unemployment in the cities,
of insufficient jobs, of depressed housing markets, of fiscal distress.

That didn’t just all happen within the last year, did it?

Mayor Rover. No, that’s been a continuing process, which I be-
lieve has been reversed in many cities.

Where the President is going today is a classic example. Balti-
more was a city that literally, in 1968, when I was there, it was on
its back. Today the National Aquarium is there.

Secretary Embry—former Assistant Secretary Embry—under-
stands very well what Federal intervention can do in a major
American city.

And that city has literally turned around. It still had problems.
But the housing rehabilitation, the downtown redevelopment,
what’s happened to that marvelous waterfront, those are all direct
results of a Federal partnership that can reverse decay.

STATE AND LOCAL CAPABILITY

Representative WyLie. Well, you'’re not—you're not against re-
storing, then, some of the State and local government’s position of
preeminence that it once had?

Mayor Rover. Well, again, I'm not certain when the city of Seat-
tle (:ier had preeminence in a debate that really turns on our na-
tional— A :

Representative WyLIE. Well, let me rephrase the question then.

You're not suggesting that you feel that State or local govern-
ments are incapable of providing services to their cities?

Mayor Royer. No, no.

Representative WyLIE. No.

Mayor RovEr. We're very good at providing many services.

We do a good job in public safety. I think we have the best fire
department in the country. We do a good job there. That’s our
basic responsibility.

We do a fair job in maintaining our system—our system of parks
and recreation. But we found in our survey of 43 cities, that many
cities were cutting back on maintaining their parks.

And in Baltimore, while they have a great new waterfront, Don
Schaefer, the mayor, says that he’ll have 50,000 black kids without
jobs this summer while he’s closing parks and swimming pools.
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Now, the city can do a good job of public safety, of chasing those
kids around the street. But the city cannot create an employment
program that will give them some training and some kind of
threshold skills to get into work. .

While the Federal Government partcipates in building the water-
front, it leaves an enormous maintenance burden on the city,
which very often the cities don’t have the capacity to take up.

Now, you could argue that they shouldn’t even get into that in
the first place. But many of us have. If we don’t maintain those
systems, I'm just afraid we’re leaving a tremendous demand on
{'uture generations to replace them at costs that are way out of
ine.

Representative WyLie. Well, I come—I guess I'm fortunate in
that I come from a city which is not having the distress that many
of the other cities apparently are having across the country, Co-
lumbus, Ohio. You know my mayor, Mayor Tom Moody, who is
president of your League of Cities—the international president.

But I've been a Member of Congress now for almost 16 years,
and I've been hearing this about urban decay, about unemploy-
ment, about inefficiency, about depressed housing, and so forth.

And it just seemed to me as if it was time for a change, and that
perhaps the Reagan administration is suggesting some changes
which ought to alleviate some of these problems which have been
ongoing, one of them being that maybe the cities can decide better
for themselves how best to use their money. ‘

And I might say that I'm one of those who have been in favor of
revenue sharing and was when I was in the State legislature. It
seems to me as if that’s a concept whose time arrived a long time

ago.

But how far should the Federal Government go in suggesting to
the cities how they solve their problem? I guess that’s really where
we're coming out here. There must be a fine line of distinction
there someplace.

Mayor RovYER. I keep hearing all the time that it used to be that
the Federal Government dictated to cities what they would do. I've
been mayor for 5 years and only recently has the Federal Govern-
ment dictated what I do—and this is reduce my budget.

I cut 500 positions out of the 1982 budget.

FEDERAL AID REDUCTIONS

Representative WyLIE. The Federal Government dictated that
you reduce your budget?

Mayor Rover. Well, 16 percent of our budget is in Federal funds.

We've taken severe reductions. We’ve had to pick up where we
can.

Representative WyLIE. Maybe the Federal Government said, “We
can’t afford all that anymore.” Maybe the dollars weren’t well
spent.

Mayor Rover. I think——

Representative WyLIE. Maybe there was some inefficiency.

Mayor RovERr. Congressman Wylie, the fundamental point is the
one that the Secretary made at the outset and the one that this
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committee set forth in 1980, that the best thing that can happen to
cities is for the economy to be healthy.

But there are many things that go into making the economy
healthy. /

) lfs?the central city a good place in which to invest and to create
jobs?

Is there cultural and educational activity in the central cities
that will attract and inspire new development, new industry?

Our city is—Tom Moody’s city, Columbus, is a great one. Tom
Moody has got UDAGs and waste water treatment grants and all
sorts of things that go to help make Columbus a healthy——

Representative WyLIE. And they also were the first——

Mayor Royer [continuing]. City.

Representative WYLIE [continuing]. City in the country to develop
a city income tax and some others. There’s a lot of local-based
tax__ .

Mayor Rover. That’s right.

. Representative WyLIE [continuing]. That other cities don’t have, I
might add.

But anyhow, the chairman has given me a note that my time has
expired. And I think we could probably go on with this philosophi-
cal discussion for some time, but—— ‘

Mayor Royer. Thank you, Congressman Wylie.

Representative Reuss. Congressman Mitchell.

Representative MrrcHELL. Mr. Mayor, I, too shall be very brief.

AID REDUCTIONS AFFECT BALTIMORE

Let me just tell you—you’ve talked about the city of Baltimore,
the new National Aquarium there. But that’s the same city in
which trash collection is going to be reduced from twice a week to
once a week during the winter months because the city can’t afford
to pay the workers.

You talked about the beautiful new Harbor Place, and I'm sure
you’ve been over to see it. It is an attractive place.

But the first effort was to eliminate 100 teachers from the public
schools because the city can’t afford to pay them. It is now 200
teachers that are to be eliminated.

You talked about the revitalization in my city of Baltimore, and
it is becoming revitalized. But that’s the very same city in which
almost one-third of the public libraries either have to close or oper-
ate on a part-time basis, denying children education.

All of those things are taking place simply because of the draco-
nian cuts in Federal funds for my city.

I have one quick question. The administration says that its eco-
nomic recovery program is the foundation for its urban policy.

" That economic recovery program began very quickly after the
President was elected—it began in February.

ACCOMPLISHMENTS DUE TO ECONOMIC RECOVERY PROGRAM

Would you, for the sake of the record, cite three magnificent new
accomplishments that you’ve been able to achieve in your city be-
1t;::aus‘)e of the economic recovery program of the Reagan administra-

ion?
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Could you name three? Try for two.

A Voick. Try for none. [Laughter.]

Representative MrrcHELL. Give me one.

[No response.]

Representative MrrcueLL. Has the economic recovery program
benefited your city?

Mayor Rover. To the extent, Congressman Mitchell, that the in-
flation rate has come down; 95 percent of our employees are in
labor unions. What happens to the CPI is of real importance to us.
It'’s starting to go up again, it appears—unfortunately in July,
which is when we determine the CPLI. So, that, too, is ebbing away
as a benefit.

Representative MrrcHELL. And is that, in your opinion, in any
way the result of the reduction in inflation? Is it in any way linked
to the increase in unemployment?

Mayor Royer. You’ll be delighted to know, Congressman Mitch-
ell, that I'm not an economist, and I’'m not going to try to be one.
[Laughter.]

Representative MrrcHELL. Nor am I, but 'm a reasonable observ-
er of economic facts. .

And it’s very simple. We have brought down inflation by main-
taining high unemployment.

Mayor RoyEr. That’s right.

Representative MrTrcHELL. That’s very simple. If you don’t have
the money to buy, the price is going to drop.

Thank you very much, Mr. Mayor.,

Mayor Rover. Thank you. .

Representative Reuss. Thank you. Congressman Richmond.

QUALITY OF LIFE

Representative RicumMoND. Mr. Pierce spoke so glowingly about
Massachusetts, but he didn’t mention the city of Boston, which has
unbelievable unemployment, the worst racial tensions of probably
any city in the United States, a wall between neighborhoods—
you’ve got areas called Dorchester or Roxbury, which are totally
black. And then next to them, you have other areas like Brookline
and Jamaica Plain, which are totally white.

The most critical racial problems of any city in the United States
I know of are in Boston. Why? Because of poverty, unemployment,
poor education, poor communication, aging city, insufficient funds.

And, Mayor, Secretary Pierce thinks that Massachusetts is a
great example of what could be done when we leave States and
cities on their own.

What do you think of page 1 of the administration’s report,
where they say they’re dedicated to improving the quality of life,
working with mayors and Governors of the States?

How do you improve the quality of life in our cities and States if
the Federal Government refuses to put up any money?

Mayor Royer. Well, you—you don’t. Let me give you one exam-
ple. This is close to Boston. In my city, there are 15,000 brandnew
residents from Indochina. Many of them come without a written
language or have never been in school; 15,000 refugees in the coun-
try by virtue of national policy.



52

We try to deal with health needs, housing needs, emergency food
needs, and the like with primarily city resources, because the Fed-
eral Government has now chopped off, at the end of 18 months, aid
to those refugees.

Now, by virture of national policy, we have a problem specific to
Seattle, because there is really no national policy that will place
these people around the country, just as there is no way for a na-
tional policy to place the poor around the country.

So our refugees in Seattle become the problem of the city and of
the State, and most of them concentrated in the city because that’s
where some leadership of the Hmong came, that’s where—St. Paul
is another example—cities which have taken on a national respon-
sibility without national help.

Now, that’s not just bad policy. That’s unfair.

We pay taxes to the Federal Government. We were not involved
in the policy decision to admit 14,000 Indochinese refugees every
month. We were not involved in making decisions that would allow
those refugees to be placed around the country in some orderly
fashion. There’s a secondary migration.

Now, there will be another migration—to California, where the
benefits are better, and to other States.

The Sun Belt States may soon wake up to the outcomes of the
policy of migration and find that it may not be in their best inter-
ests, because all migration is not helpful to cities.

VOTING WITH FEET

Representative RicHMOND. In other words, you think perhaps
thiskiigea of people voting with their feet isn’t the best idea in the
world?

Mayor RovEr. It may be for one city which is trying to solve its
refugee problem.

Well, I'll give you an example that I think most of you know
about. It’s called the California option in South Dakota.

In South Dakota, someone blew up a courthouse, fled to Califor-
nia. The Governor of California refused to extradite the person.
The Governor of South Dakota said, “If they like that criminal,
we’ll give them many more,” and created what is called now in
. South Dakota the California option, which is if you are a nonvio-
lent, first offender felon, you have the option of going to California.
That’s a policy of—of vote with your feet—

[Laughter.]

Mayor Rover [continuing]. Which California is not amused at.
[Laughter.]

Representative RiciMoND. Thanks, Mr. Mayor.

Mayor Rover. Thank you, gentlemen.

Representative Reuss. Thank you, Mayor Royer. You’ve acquit-
ted yourself nobly, as always.

We will excuse you now so that you can make your appointment.
And we’re grateful for your contribution.

Mayor Rover. Thank you, Mr. Chairman.

The cities are grateful for you and your excellent staff for the
urban policy work you’ve done over many years. This isn’t a new
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issueh to you and your committee, and we appreciate that very
much.

Representative REuss. Thank you.

We'll now hear from the valiant members of the panel, Mr.
Embry first, and then Mr. Bahl and Mr. Kotler.

Your statements, by the way, are much appreciated and are re-
ceived, under the rule and without objection, in full for the record.
And would you now proceed in whatever way you like, Mr. Embry.

STATEMENT OF ROBERT C. EMBRY, JR., CONSULTANT, BALTI-
MORE, MD., AND FORMER ASSISTANT SECRETARY FOR COMMU-
NITY PLANNING AND DEVELOPMENT, DEPARTMENT OF HOUS-
ING AND URBAN DEVELOPMENT

Mr. EmBry. Thank you, Mr. Chairman.

Let me, if I might, skip through my prepared statement and just
touch on a few points that I think are of importance.

I'd like to second Mayor Royer’s thanks to you for your many
years of service. We will miss you. You are particularly needed at
this time in our country’s history because your voice has been one
of the few that have been raising urban issues consistently over the
last few years.

I had the good fortune to spend 10 years in local government in
Baltimore and was responsible, under President Carter and Secre-
tary Harris for the first two urban policies in 1978 and 1980. So,
I'm very interested in this discussion.

The draft report that was issued a few weeks ago—and quickly
disowned—was, in my opinion, a more candid statement of the ad-
ministration’s view than the final report. The draft, in essence,
stated that the urban problem of this country was not a Federal
problem and that the Federal Government could do nothing to
solve it. In effect, the national urban policy was to have no policy.
Such a position is consistent with the administration’s actions since
January 1981 and should be praised for its candor, if not its wisdom
or its compassion.

Both the final report and draft stress the most important thing
the Federal Government can do for cities is to have a stable, grow-
ing economy. I believe we all agree on that. But the statement is
repeatedly made in a manner that implies that effective national
aid to cities is inconsistent with a strong national economy, though
no evidence is given in support of that conclusion.

Unfortunately, cities are getting neither aid nor a strong econo-
my. The economy is not growing. Interest rates, bankruptcy, and
unemployment are at record highs. In fact, the Reagan urban
policy, to the extent it exists, consists of a triple whammy for cities.
First, financial assistance is cut for poor cities and poor people.
Then, funds are shifted to defense industries located largely in non-
distressed areas that employ few low- and semi-skilled workers.
And finally, an economy is created which results in high unemploy-
ment and high interest rates—again, unemployment particularly
afflicting minorities and unskilled workers.

The report repeatedly makes the point that the problems of dis-
tressed cities were created by forces beyond governmental control.
Various regional, national, international, technological, energy,
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economic, or social trends are cited as controlling the destiny of
cities. The report states it is the private sector that is the primary
determinant of urban health and it is to the private sector that we
should turn—we should stop expecting Government to solve all
problems.

It is, of course, true that most decisions affecting the health of
urban areas were, are, and will be privately made. It is useful to
point this out and teach us all some humility as we discuss urban
problems. But it’s not enough to say that the private sector is or
should be more important than the public sector.

The “Urban Policy Report,” which this Congress requested from
the administration due to your amendment a few years ago, Mr.
Chairman, is not the report of private business. It’s not that of
neighborhood organizations or charitable foundations. It is sup-
posedly the strategy and analysis of the Federal Government, a
state of what the Federal Government thinks the problem is and
what it’s going to do about it.

Even after all the budgetary cuts of the past year, the Federal
Government spends about 20 percent of the gross national product
directly. And it affects much more of the economy through its
taxing and regulatory functions. Action or inaction by the Federal
Government has and will have a tremendous impact on where
people live and where they invest, whether the Federal action is
intentional or unintentional.

The central thrust of the Carter policy was not to spend more
money or establish new programs or usurp local functions. It was
to make Federal decisionmakers aware of the impact of their ac-
tions and, where possible, to have these decisions strengthen,
rather than weaken, distressed places and distressed persons.

To say that most decisions are private, that the private sector
should do more is true, but inadequate. The private sector will not
educate poor children. It will not provide affordable housing for the
poor. It will not undertake economic development in distressed
areas and will not provide job training for significant numbers of
the hard core poor. All the rhetoric about volunteerism and private
sector initiatives and corporate giving will not substitute for the
programs being cut.

President Reagan repeatedly asked why some Federal bureaucrat
can spend mone ]?1' more wisely than I can. One might better ask
why some wealthy individual or business is better able to decide
how much of their wealth to spend on social causes and which
causes than the elected representatives of the people in Congress.
Is it in the national interest to educate a poor child rather than
buy a Mercedes? To expand a port rather than to ﬁnance a
merger?

Another oft-repeated theme of the report is restoring balance to
our Federal system. The statement is made that various programs
funded b the Federal Government will be better run if turned
over to the States. States, it's contended, are more accountable to
their citizens than the Federal Government.

It is interesting that the recipients of these programs, as evi-
denced by Mayor Royer, the mayor and the citizens of distressed
cities, are not askmg that the Federal programs be turned over to
the States. If they’re not complaining, who is? It’s difficult to avoid
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the suspicion that, since the people being helped are against the
changes, the changes are being made for another reason—to end
the programs.

In fact, the report does state that urban problems are beyond
governmental control. If so, why turn them over to the States? A
more candid statement of the intent of the authors of this report
would be that the administration does not think these urban pro-
grams are necessary and is ending them.

Raising the issue of federalism is no more than a very clever red
herring. The Federal programs being turned over to the States are
already administered by either the State or the local government.
There is no evidence that a city housing, community development,
or manpower program will be better or worse run if the funds
come from the State, as opposed to the Federal Government.

The report continually uses “State” and “local” interchangeably.
This reflects not only a serious misunderstanding of the problem,
but another cleaver distriction from the important issues. Nothing
is being “turned over” to local government. The report’s proposal is
to transfer programs to States. Local governments will not receive
one iota of additional control and, in fact, will lose control to the
extent they have less clout with the State government than with
the Federal Government.

The report further states it is transferring revenues to State and
local governments. It is, of course, transferring no funds to local
governments. If anything, it’s taking them away. Those funds
transferred to State governments are temporary. After a few years,
the States will have no more money than they now have, but they
will have the responsibility for programs that are now funded by
the Federal Government.

Further, the policy states that by collecting less Federal taxes,
States and localities will be able to collect more. This assertion is
also without any basis in fact. The ability of State and local govern-
ments to tax has nothing to do with Federal taxation levels. Gov-
ernments in distressed cities cannot raise their taxes because
they’re already higher than the surrounding nondistressed suburbs.
To raise taxes would be to drive the remaining middle class and job
base out of the city. All Federal cuts mean is less money to already
strapped cities. States are in a similar competitive position.

By the way, reference was made to Baltimore. Congress Mitchell
very eloquently stated the real fact in Baltimore, contrary to the
national perception. Baltimore has done a great deal, both in its
neighborhoods and downtown, with Federal money. But it's tax
rate is $6. The tax rate of the surrounding suburbs averages about
$2.50. What is happening in Baltimore as the result of the Reagan
Urban Policy is the laying off of teachers, as the Congressman
Fointed out the closing of libraries, and cutting down on trash col-
ection.

The report makes the additional non sequitur that such a trans-
fer would reduce the need for coordination of programs at the local
level. The report cites the difficulty of coordinating economic devel-
opment with housing, with education, with job training. These, of
course, are separate local problems requiring solution. Whether or
not local agencies dealing with them are funded by the Federal or
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State government, the need for coordination of these disciplines
does not go away.

Furthermore, it was because of federal programs that cities
became concerned with and established offices to deal with poverty
for the first time, to construct housing, to undertake economic de-
velopment and manpower training and community development.
Without federal programs, most cities would not be addressing
these important determinants of urban health.

The Secretary went back to the mid-1960’s and cited the commu-
nity action program. Baltimore City would not—up till the mid-
1960’s, ever have concerned itself with the problems of the poor if
-the Federal Government had not led the way. Congressman Mitch-
ell was incidentally, the first director of the community action pro-
gram.

The issue of neighborhoods versus city hall, referred to by Secre-
tary Pierce, was fought and resolved in the 1960’s. It hasn’t been
an issue of any significance for 15 years. And yet there’s some per-
ception on the part of the National Government that the Federal
Government helping neighborhoods is something that hurts rather
than helps cities. They just are not familiar with what has been
happening in our urban areas. ‘

Federal programs are criticized for attempting to insure that re-
cipients of Federal funds use the funds correctly. I assume any effi-
cient State government would do the same. Similarly, programs
like 701 are criticized for encouraging the creation of coordinating
mechanisms for all the political jurisdictions in metropolitan areas.
Again, the need for coordinating numerous governments in metro-
politan areas did not arise because of Federal programs. It arose
because of fractionated local government. The fact that every met-
ropolitan area now has a planning agency can be directly credited
to Federal programs, particularly 701.

The report, interestingly, concludes that the three most pressing
issues facing cities are crime, housing, and infrastructure. And this
conclusion appeared for the first time in the final report. Why
these issues are more important than jobs or education, for in-
stance, is unclear. The administration then proceeds to do nothing
new about any of these three major problems. Housing aid is being
cut dramatically. The Federal Government can have no significant
effect on local street crime, and therefore recommends no signifi-
cant course of action that will have an effect.

And it is cutting funds for infrastructure improvements, while at
the same time pursing economic policies that have resulted in
record-high interest rates which cities must pay in order to borrow
money to try to improve their infrastructure.

The report’s discussion of each issue are full of reference to
building code reforms or user fees or special assessment districts.
All of these measures can be undertaken locally now and have
been undertaken without Federal assistance. In fact, all of them
are being undertaken by some locality. If implemented cumulative-
ly by all localities, the collective impact on the urban situation
would be helpful but not determinative.

The Federal Government should play a role in providing techni-
cal assistance. In fact. the report praises technical assistance. So,
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what does the administration do? Cut funding for technical assist-
ance. [Laughter.]

A further distraction is the'chapter on urban leadership. After
repeatedly making the point that much of the urban problem is
created by forces beyond governmént control, it calls on mayors for
leadership. By some leap of logic, cutting Federal aid to cities or
transferring Federal programs to States will somehow enable
mayors to exercise more leadership. Various anecdotal citations of
strategies are given, with no analysis as to whether the strategies
have had a significant impact on the problem of the city in ques-
tion.

Again, discussion of such ideas as privatization, user fees, lease
financing, public-private partnerships is interesting, but largely ir-
relevant. All of these approaches can and are being adopted by the
cities. All of the cities adopting them are still very distressed and
getting more distressed. Many of the projects cited., Fanueil Hall in
Boston, Harbor Place in Baltimore, downtown Toledo, downtown
Pittsburgh, were only made possible by millions of dollars from the
urban renewal program and other Federal programs so roundly
criticized in the report.

Let me conclude with two observations and submit the rest of the
testimony for the record. .

One is that there.are things that States can do and should do.
There is nothing in the historical discussion that you held Secre-
tary Pierce earlier—there’s nothing in the Federal Constitution
about cities. Cities were created by States as a convenience in order
to decentralize the administration of various programs, a very
praiseworthy objective.

The problem has been that the boundaries of those cities have
been frozen for 40 or 50 years and that the growth that has taken
place in metropolitan areas has taken place outside the cities.

The very useful citation was made in the urban policy report of
Indianapolis and St. Louis. If Indianapolis continued with its same
central city boundaries, it would be a distressed city. If St. Louis
drew its boundaries around the total metropolitan area, it would
no longer be a distressed city. It has been clear for half a century
that if cities could expand beyond their boundaries, if States were
to permit them to, many of the problems of cities, as such—not of
the poor people in the cities, but-the problems of cities would be
resolved. ' :

Nothing is suggested in the urban policy report to affect this.
Nothing has been done by the Federal Government, since I've been
aware of Federal issues, to deal with this issue. And it would be a
very useful step on the part of this administration or any other ad-
ministration.

And finally, recently there has been extensive media coverage on
various projects in downtowns throughout the country that con-
clude that the urban crisis is resolved. If you look at the statistics
in the 1980 census, compared to the 1970 census, distressed cities
are worse off today than they were in 1970. The poor have a great-
er unemployment rate. The crime rate is higher. The percentage of
poor in cities is higher. The percentage of illegitimacy is higher,
the percentage of dropouts is higher. By almost every measure, the
distressed cities of America are more distressed than they were 10
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and 20 years ago when the programs that are presently being chal-
lenged came into existence.

To say that programs providing training or housing or educa-
tion—that if they're done away with, the problem will be resolved
is some Kafkaesque fantasy that is difficult for me to follow.

The only real justification for these cuts is the argument that
has been given by conservatives ever since the Federal Govern-
ment started taking an interest in the poor—they don’t want to
take their money and spend it on other people. And that essential
motivation is being covered by a lot of rhetoric that is really irrele-
vant to that central issue. Thank you, Mr. Chairman.

[The prepared statement of Mr. Embry follows:]
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PREPARED STATEMENT OF ROBERT C. EMBRY, JR.

Thank you Chairman Reuss, for inviting me to testify on the 1982
Urban Policy Report prepared by the Reagan Administration. As a local
government official for 10 years and as the person in HUD responsible
for preparing, under President Carter and Secretary Patricia Harris, the
first two Urban Policy Reports, those of 1978 and 1980, I have a very
deep interest in the parti;ulars of this document.

Even though I am a Democrat, I am quick to acknowledge that the
urban policies of the Democrats are mot without their weaknesses and
that the kepublicans have useful points to make in their Report.

The Report must be praised for not contending that the urban crisis
is over. While painfully inadequate in its analysis of the current
urban‘situation, it does not generalize fs%ﬁi; féw rehabilitated inner
city neighborhoods to the conclusion that the urban problem is solved.
An example of such simpli;tic thinking.was the 60 Minutes Show this past
Sunday on Cincinatti. The commentator concluded the urban crisis was
over for Cincinnati and the nation because one neighborhood had
undergone a transformation from low income black to middle income white.
The fact is, as documented in detail by the 1980 census, that the
distressed cities of 1970 are more distressed in 1980. The percentage
of their population that is poor is greater, crime is up, unemployment
is up, illegitimate births’are uﬁ, middle class population is down, etc.
Acknowledging then this positive aspect of the Report, I will turn to

the Report itself and the draft that preceded 1.

12-348 0 - 83 - 5
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The draft report issued several weeks ago and quickly disowned,
was, in my opinion, a more candid statement of this Administration's
views than the final Report. The draft, in essence, stated that the
urban problems of this country were not Federal problems and that the
federal government could do nothing to solve.them. In effect, the
national urban policy was to have no policy. Such a position is
consistent with the Administration's actions since January of 1981 and
should be praised for its candor, if not its wisdom or ;ompassion.

Both the final Report and the draft stress the most important thing
the federal government can do for cities is to have a stable, growing
economy. I believé we can all agree on that. But the statement is
repeatedly made in a manner that implies that effective national aid to
cities is inconsistent with a strong national economy though no evidence
is given in support of this conclusion and it is just not true.

- - -

Unfortunately, cities are getting neither aid nor a strong economy.
The economy is not growing, interest rates, bankruptcy ;nd unemployment
are at record high;. In fact, the Reagan Urban Policf consists of a
triple whammy for cities. First financial assistance is cut for poor
cities, and poor people. Then funds are shifted to Defense industries
located largely in non-distressed areas, that employ few low'and
semi-skilled workers. And finally, an economy is created which results )
in high unemployment and high interest rates, particularly for

minorities and unskilled workers.
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The Report repeatedly makes the point that the problems of-—-
distressed cities are created by forces beyond governmental control.
Various regional, national and international, technologicalyenergy,
economic, social or demographic trends are cited as controlling the
destiny of cities. The Report states it is the priva:e sector that 1is
the primary determinent of urban helath and it is to the private sector
ve should turn. We should stoﬁ expecting government to solve all
problems.

It is, of course, true that most decisions affecting the health of
urban areas, were, are, and will be privately made. It is useful to
point this out and teach us all spme.humility as we discuss urban
problems. But it is not enough to say that the private sector is and
should be more important than the public sector., 'The Urbaﬁ Policy

Report is not that of private businesses or neighborhood organizations,
- - -

or charitable foundations. It is the strategy and analysis of the
federal government - a statement of what the federal government thinks
the problem is and what ic is going to do about it. Even after all the
budgetary cuts of the past year the federal government spends about 20%
of the GNP directly and it effects much more of the economy through its
taxiné and regulatory functions. Action or inaction by the federal
government has and will have a tremendous impact on where ﬁeople live
and where they invest whether the federal action is intentional or

unintentional.
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The central thrust of the Carter Urban Policy was not to-spend more
money, to establish new programs or to usurp local functions. It was to
make federal decision makers aware of the impact of their actions and;
where possible, to have these decisions strengthen, rather than weakcn;
distressed places and distressed persons.

The Report we are considering ignores this basic point. If the
federal government is going to rent or build office space, why not
locate it in distressed areas? Why finance a sewer line or a highway
that makes possible a regional shopping center that destroys the healthy
downtown of a medium sized city? Why not target defense and other
federal procurement fo the distressed rather than the healthy regions of
the country when the costs are comparable?

To say that most decisions are private and that the private sector
should do more is true, but inadequate. _?he private sector will not
educate poor children, it will not prov1;; affo;dable housiﬁg for the
poor, it will not undertake economic developmené in dis;ressed areas, it
will not provide j;b training for significant numbers.cf the hard core
poor. All the rhetoric about volunteerism and private sector
initiatives and corporate giving will not substitute for the programs
being cut. President Reagan repeatedly asks why some federai bureaucrat
can spend money more wisely than I can. One might better ask wpy some
Qealthy individual or business is better able to decide how much of
their wealth to spend on social causes, and which causes, than the

elected representatives of the people in Congress. Is it more in
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the national interest to educate a poor child than buy a Mercedeg} to
‘expand a port than finance a merger?

Another oft repeated theme of the Report is restoring balance tn
our federal system. The statement is made that various programs funded
by the federal government will be better run if turned over to the
States., States, it is contended, are more accountable to their
'citizens than the federal government.

It is interesting that the recipients of these programs, the Mayors
and the citizens of distressed cities, are not asking that the federal
programs be turned over to the States. If they are not complaining, who
is? It is difficult to avoid the s;spicion that since the people being
helped are against the chénges, the changes are being made for another
reasoﬁ - to end_the programs. In facg, the Report'does sgate thatvurban
problems are beyond governmental conttol.;;;f_so, why turn them over to
the States. A more candid statement of the intent of the authors of the
Report would be that the Administration does not think these urban
programs are necessary and is ending them. Raising the issue of
federalism is no more than a very clever rgd-herring. The federal
programs being turned over to the States are already admiAistered by
‘either the States or the local government. There is not one scintilla
of evidence that a city run housiﬁg, community development, or manpower
programs will be better or worse run if the funds came from the étate,

as opposed to the federal government.
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The Report continually uses "State and local" interchangeably.

This reflects not only a serious misunderstanding of the problem but
another clever distraction from the important issues. Nothing is being-
"turned over" to local government. The Report's proposal is to transfer
programs to the States. Local governments will not receive one iota of
additional control and in fact will lose control to the extent they have
less clous with their State government than the federal government.

The Report further states it is transferring revenues to the State
and local governments. It is, of course, transferring no funds to local
governments. Those funds transferred to State governments are
temporary. After a few years the States will have no more money than
they now have but they will have responsibility for programs that are
now funded by the Fede;al government.

Further, the Policy states that by cg}lecting less fe&eral taxes
States and localities will be able to coiz;ct mo}e. This assettio; is
also without any basis. The ability of State aﬂd local éovernments to
tax has nothing to AO with federal taxation levels. GSvernments of
distressed cities cannot raise their taxes because they are already
higher than the surrounding non-distressed suburbs. To rais taxes would
be to drive the remaining middle class and the job base out éf the City.
All federal cuts mean is less money to already strapped cities. States
are in a similar competitive position. If States with low growth and
high unemploymeﬂet raise- taxes to provide funds to substitute for the -

decrease in federal funding they will drive industry and jobs to States
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with low taxes. There is no federal program for cities that States
-could not undertake now if they desired and the scope of federal
programs neither increases no decreases State ability to undertake such
programs.

The Report makes the additional non-sequitor that such a transfer
would reduce the need for coordination of prograﬁs at the local level.
The Report cites the difficulty of coordinating economic development
with housing, with education, with job training, etc. These, of course,
are separate qual problems requiring solution whether or not local
agencies dealing with them are funded by the federal or state
government. The need for cootdination of these disciplines does not go
away if State funding is substituted for federal funding. Furthermore
it was because of federal programs thaé cities b;came con;erned wifh and
established offices to promote housing, economic development, manpower

- -
training. community development, etc. Without federal programs most
cities would not be addregsing these important determinants of urban
health. . .

Federal programs are criticized for attempting to insure that
recipients of federal funds use the funds correctly. 1 assume any
efficienc State government would do the same thing. Similarly.':he 701
program 1s criticized .for encouraging creation of a coordiﬁating
mechanism for .all the political jurisdictions in a metropolitan area.

Again, the need for coordinating the numerous governments in
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metropolitan area did not arise because of federal programs. "It

arose because of fractionated local government. The fact that every
metro area now has a planning agency can be directly credited to the {01
_ program.

The Report interestingly concludes that the three most pressing
issues facing cities are crime, housing, and infrastructure. Why these
issues are more important than jobs or education is unclear. The
Administration then proﬁeeds to do nothing about any of these problems.
Housing aid has been cut dramatically; the federal government can have
no significant affect on local street crime and therefore recommends no
course of action that will have an effect; and it cuts funds for
infrastructure improvements while at the same time pursuing economic
policies that have re;ulted in record high interest rates which cities
must pay to borrow money to make infrascggcture improvements. The

= - . _
Report's discussions of each issue are full of reference to building
code refofm. or user fees, or special assessmegt distri;ts. All of the
measures discussed-can be undertaken locally with or ;1chout federal
assistance. In fact all of them are being undertaken by some locality.
1f implemented cumulatively by all localities the collective impact on
the urban situation would be helpful, though not decerminaci;e. The
federal government should play a role by providing technical assistance’
to help local governments learn what other cities are doing. In fact
the report praises technical assistance. So what does this

administration do -- cut funding for techmical assistance.
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A further distraction is the chapter on Urban leadership. “After
repeatedly making the peint that much of the urban problem is created by
forces beyond governmental control it calls on Mayors for leadership,

VBy some leap of logic, cutting federal aid to cities or transferring
federal programs to States will somehow enable Mayors to exercise morce
leadership. Various anecdotal citations of strategies are given with no

’ analysis as to whether the strategies have had a significant impact on
the problems of the city in question. Again, discussion of such ideas
as privatization, user fees, lease financing, and public~private
partnership is interesting but largely irrelevant. All of these
approaches can and are being adopted by cities. All of the cities
adopting them are still very distressed and getting more distressed.
Many of the projects cited - Fanueil Hall in Boston, Harborplace in
Baltimore, downtown Toledo and Pittsburng_ggre_only made possible by
millions of dollars from the urban renewal program so roundly criticized
in the Report, - ) .

Ever since the wotkable program and the Community Renewal Program
(CRP) the federal government has encouraged the development of local
strategies. This is praiseworthy. There is a need for increased

- information and thought at all levels of government. In fact, the
federal government, as evidenced by this report, could take some of its
advice to cities and use it to develop an effective national urban

" strategy. Many cities have followed this advice and some useful results

have been accomplished, the most useful being where federal funds were
used. But none of these strategies have dealt with the central problem
of distressed cities, or healthy cities that are threatened with

distress.
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The reasons why a large number of cities are distressed is that
they are the location of the original development in their metropolitan
area and have the oldest and therefore the least expensive housing.
Almost without exception most of the poor within a metropolitan area
live in the central city. The problem of thelcity, and of its
population, is that the poor of the region are concentrated within the
city boundary. If the low income population was not concentrated in the
central city many urban problems would disappear and many of the
problems, though not all, would be reduced.

The 1982 Urban Policy report correctly, I believe, touches on.this
problem though it recémmends no signifcant action to deal with it. Much
of the urban problem is caused by the fixed boundaries and property tax
system eéstablished by States. As pointed out in the Report, there 1is
nothing in the U.S. Constitution that rerﬂpffgs the establishment qf
cities. They were egtablished by States :; orde; to decentralize
government administration. Boundaries of citie; expandeé as the city
population expandedl Beginning in the early part of tﬂis century States
began to take away the power of annexation from cities thus denying them
the opportunity to encompass the residential and economic development
taking place beyond their borders. The middle class wanted n;w houses
with ample yards, cities had no vacant land to build on. Industry
wanted land to spread out on, to move away from multi-story buildings,
the cities had no land available. As the St. Louis and Indianapolis
example of the.Report shows if city boundaries were expanded to include

the surrounding suburbs there would probably be no distressed city left

in America.
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Central cities, as their percentage of the State population
decreased because of a decline in City population and an increase in
tﬁat of the suburban and rural areas, have little ability to persuade
their State to permit such boundary change If this is a major cause of
the urban problem, what 1s the federal government prepared to do to
bersuade States to confroat it.

Property taxes are another State created problem. Fixed boundaries
become impottant when local jurisdictions must look to their local
population for the taxes needed to run the local government. A
jurisdiction having the largest number of poor will have the most people
needing governmental help and the least amount of per capita resources
to help them. The fact that Baltimore City with most of- the State's
poor children spends less than one-half tgf_ggount affluent Montgog?ry
County spends per child on public education is a-national disgrace
considering similar statinticg are found in distressed cities
nationwide. In terms ok the need for éublic education the ratio should
be reversed.

1f we can or will do nothing significant as a societ} about
‘boundaries or local tax structure then we can do something about
equalizing the choice our citizens have as to where they Qill live.

The Section 8 existing housing programs introduced and passed byAa

Republican administration was a revolutionary step in this direction.
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The Voucher system referred to in this Report is in essence the Section
8 program. The problem is that to make freedom of choice possible for
the poor three things are necessary. Effective enforcement of fair -
housing laws, as many podr are minorities. . Adequate funding of the
housing program so that a significant number pf poor can move if they
desire. And counseling programs to help poor people, who have often
never been out of their neighborhood, find an apartment they like,
locate the nearest public transportation, health facility, market, etc.
and- learn of employment opportunities. Unfortunately the Administration
is cuttiné or ending all these programs. In fact, the most effective
program in providing housing opportunity, the Areawide Housing
Opportunity Program (AHOP) of HUD has been recently terminated.

An even better way for the poor to gain mobility is to help those
who are able to obtain middle class scat?E‘"_F°t only is this
opportunity being denied by high unemployment rates that are
particularly devastating in lou income areas, but the educacion and
training programs needed to permit the poor to seize what opportunities
are available are being cut.

One lesson conservatives could teach liberals is the importance of
motivation. Whatever programs are made available and whatev;r level of
government administers them the recipients must be motivated to take
advantage of them or the money will be wasted. The issue is not
either/or. Both the opportunity and the motivation are necessary.
While this Administration should be vigorously condemned for
transferring money from the poor to the rich, past more 11be£al
administrations are at fault for ignoring the motivational impact of
tﬁeir programs. Ambition and morality are essential components of an
effective urban policy and will do more to counteract crime than the
most vigorous program of prison building. We should rethink our’ .
ﬁublic programs to determine how they can be used to encourage strong
families, hard work and respect for one's fellow man. It is the
presence of these values that make organized society possible, it-is
their absence that makes civilization impossible.

Thank you again, Chajrman Reuss; for the opportunity to testify

before your Committe.
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Representative Reuss. Thank you, Mr. Embry. Mr. Bahl.

STATEMENT OF ROY BAHL, PROFESSOR OF ECONOMICS AND DI-
RECTOR, METROPOLITAN STUDIES PROGRAM, MAXWELL
SCHOOL OF CITIZENSHIP AND PUBLIC AFFAIRS, SYRACUSE
UNIVERSITY, SYRACUSE, N.Y.

Mr. Banir. Mr. Chairman, I may be your first objective witness
today. I don't represent cities or States or counties or the chamber
of commerce.

I was not associated with the Carter administration, and I’'m not
associated with the Reagan administration.

Representative REuss. We will thus expect total truth and objec-
tivity. [Laughter.]

Mr. BaHL. I did read the last administration’s urban policy state-
ment very carefully. And with all due respect to the learned Mr.
Embry, I didn’t like that one very much. I have read both the draft
and the final statement of the Reagan report carefully, and I am
no more impressed.

What I'd like to do today is give you a statement of what I think
is right and wrong with this administration’s urban policy state-
ment. In fact, it’s not all bad.

First, one ought to address the notion of what is an urban policy.
It’s really two things, isn’t it? One is a philosophy, and the other is
a set of specific initiatives.

The Reagan administration gets good marks on telling us what
their philesophy is, but in this document, they get bad marks in
telling us how they would implement this program. -

The general thrust of the Reagan proposals is clear. It’s less Fed-
eral aid, more self-reliance for State and local governments, more
reliance on private sector initiatives, an increased role for State
governments, to encourage the use of benefit charges rather than
general taxation, less direct government involvement in the redis-
tribution of income, and a general shift of financial responsibility
from Federal to State and local governments.

This is clearly a point of view. It’s maybe not the one we like,
but it is a pretty clear statement of what they intend.

On the specifics, how they would do this, they don’t go very far
beglqnd their general restatement of the proposals of the New Fed-
eralism,

I would like to concentrate just briefly on:

What I think to be three important strengths of this proposal,
three things that I think are omitted, and a couple of places where
I think the proposal is badly flawed. :

First, on the strengths. On the issue of regional shifts, the ad-
ministration is clear. There are two policies one can take: The first
is that we can introduce a set of Federal subsidies to reverse the
direction of the flow of people and jobs from the Northeast and
Midwest to the South.

The other possibility is to say there are good economic reasons
for this migration, and to let it go on. This strategy would call for
aid to the declining regions during the transition period. The latter
is a sane policy, and that’s the kind of policy we see in this state-
ment of urban policy. I would applaud that. Unfortunately, howev-
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er, the administration does not go on to talk about how to aid the
declining region in a period of transition. In fact, what seems to be
proposed would make the pain of the transition even worse.

Second is the question of the role of State governments. State
governments have been increasing their share of the financing of
State and local government services and their share of the direct
expenditures of State and local goverment service for many years.
Moreover, it is within the State governments’ jurisdiction to deal
with the annexation and consolidation issues, and to directly ad-
dress the boundary problem. They can do this by liberalizing an-
nexation laws; creating regional financing devices; altering State
aid formulas for the allocation of State moneys more to cities than
to suburbs; allowing central cities to levy different kinds of taxes
on commuters, and so forth.

Unless the State government is involved, we’re never really
going to solve the city-suburb disparities problem.

The question that we’re going to have to raise is how do you
make the State government address these kinds of problems.

The administration is right, I think, in saying that States ought
to be the dominant partner. Again, however, they don’t tell us how
they’re going to make that work.

The third point is they go to some lengths to make is that one
should encourage effective financial management. One way to en-
courage financial management by State and local governments is
to simply pull Federal dollars away, and leave a greater premium
on efficient management. In some ways that is a sensible proposi-
tion. . : '

While these are three good things that we can pull from the
report, at least in terms of philosophy, there are three glaring
weaknesses.

The first one: If the cornerstone of this policy is really the na-
tional economic recovery program—if there is credit to be taken for
urban areas improving as the economy improves—then isn’t there
a responsibility for the Federal Government to compensate cities
that are most hurt when the economic recovery program doesn’t
work? There is a choice reflected in the misery index, the unem-
ployment rate plus the inflation rate. This index hasn’t changed
much in the last year, but there has been a shift to more unem-
ployment and less inflation. This is, in effect, an urban policy. The
Federal Government has made a choice that we’ll have a higher
rate of unemployment and a lower rate of inflation. And cities, I
would submit, are hurt the most by that kind of a choice. Isn’t it a
responsibility of the Federal Government to somehow compensate
State and local governments for the effect of recession if recession
is, in fact, created by Federal policy? I haven’t heard of any situa-
tion where the State and local governments have been partners in
the discussion of what Federal macroeconomic policy ought to be.
Business cycle considerations ought to be part of intergovernmen-
tal policy. They tried to do it in the last administration, before
there was an urban policy statement, in the form of the economic
stimulus package. That kind of a principle might make some sense.

The second place where the administration’s statement is weak
has to do with income redistribution.
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I've been teaching public finance at the university for a long
time, and like everyone else I know, I begin the first lecture by
saying that government does three things: They worry about the
allocation of resources; the stabilization of economic growth; and
redistribution of income. The first two issues are addressed in this
report, but the question of redistribution of income is noticeably
orfiitted. It’s as though the Federal Government has no responsibili-
ty to correct what are undesirable features of the distribution of
income.

Now, on this business of voting with ones feet and the New Fed-
eralism’s swap and turnback.

One possibility is that people will, in fact, vote with their feet.
Poor people could migrate toward where the benefits are better.
Wealthier people cold migrate away from States that try to keep
the benefits high. I think a reasonable guess would be that because
of interstate competition to keep the level of taxation down, the net
effect is that we won’t get a lot voting with our feet. But we'll get a
general lowering of the kind of benefits provided to the poor.

Take a case like New York State, which is way out of line in
terms of its level of taxation relative to other States in the country.
There’s no way that New York State is going to increase taxes to
offset the kind of reductions they’ve made in the last 5 years. So,
one could guess, I think reasonably, that the effect of the New Fed-
eralism will be a reduction in services provided to the poor, even in
those States that have a tradition of providing those services.

The second point regarding income distribution has to do with
encouraging user and benefit charges. The principle is that people
who can afford to pay for public services ought to receive public
services, and people who cannot afford ought to be excluded. I
think there was an example of day care in the original draft. Well,
this approach has obvious implications for the distribution of
income through the public sector.

The third point is privatization. I think Congressman Mitchell
really said it all in his Baltimore example. We ignore the distribu-
tion of income when we encourage the private sector to renovate
central cities. The discussions of, for example, Minneapolis and
Dallas mentioned in the Urban Policy Report do not even raise the
question as to what might be the impact on the distribution of
income.

In terms of flaws, I saw a few places that I was unhappy with the
discussion. One has to do with regional shifts. There is a painful
adjustment period while a State is declining and losing people and
jobs. We all know who is going to bear the greatest burden or the
greatest pain during the transition period. It's going to be the
people who become unemployed first and the people who benefit
most from the public services that are cut back. There ought to be
some kind of a policy to help State and local governments through
this period of adjustment. The proper stance of the Federal Govern-
ment ought to be to ask how can we structure a kind of transition
aid to help -a State like New York go from being the wealthiest
State in the Union, with the best level of public services, to a State
with the average income in the country and a level of services
that’s commensurate. We don’t find that here.
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Second, the question of the State government role in all of this
calls for a notion of defining the States to be more important actors
in the Federal systems. But States have a very bad track record.
The city-suburb disparities have been with us for a long, long time,
and the State legislatures haven’t done much about them. As a
matter of fact, it’s fallen to the courts to try to do something with
city-suburb disparities. Now, as you remember, from a reading°of
the administration’s statement, they have a long discussion of why
this won’t happen again. It says this is because State legislatures
are better, they meet more frequently, that the legislators them-
selves are better trained. This really missed the point. The real
problem is and always has been that the constituency in State leg-
islatures is suburban-dominated or a suburban-rural coalition.
There’s no constituency for the central cities. With the recession
and with the cutback in Federal aid, States are going to be less
willing to aid cities than ever before. The third problem I found is
this. I have studied these matters for a long time. This is the first
time that I ever heard anyone argue that competitive subsidies
among the local governments in the form of tax incentives are in
the national interest. This is simply a poorly thought-through issue
in this report.

I would close, Congressman Reuss, by saying that I would hope
that one of these days someone is going to come here and pose a
New Federalism. The New Federalism I would like to see would
have two components: .

First a clearly defined State role, but one that says to States that
“unless you address the city-suburb problem that you won’t receive
the incentives of additional grant money”’; second, a clear state-
ment that income transfers have no business at the State or local
government level. AFDC, food stamps, medicaid, all are a Federal
responsibility and the financing of it ought to be 100 percent—com-
pletely at the Federal level. Thank you.

[The prepared statement of Mr. Bahl follows:]
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PREPARED STATEMENT OF Roy BAHL

An Urban Policy Report should be a statement of the general approach-

which the Administration will take toward urban problems, and a listing of

the specific initiatives proposed. On the first count, the Reagan

Administration is to be commended for giving a ¢lear statement of their
philosophy of how urban problems can best be resolved. These principles

suggest marked changes in federal involvement: less federal aid to cities;

‘a dominant role for state governments; much more reliance on private sector

and voluntary organization initiatives; increased user charges, revenue

bonds, and special district financing; much less concern with direct °

governmental efforts to redistribute income through the financing of
pro-poor serv_ices; and a general shifting of financing responsibility from
federal to state and local governments. Such a program is quite consistent
with the Administration's general approach to -Economic Recovery. If the
eéonomy can be .strengtflened by giving 1incentives to higher income
investors, >the benefits.will eventually trickle down to -the poor. The
Urban Policy is t-o reduce federal assistance to cities, shift financing
responsibility and service .choices to those who are willing and able to
pay, and hope that the poor will eventually share in the fruits of the
improved financial position and management of cities. One may not like

this thrust, but it is an approach. The Carter Administration's Urban
Ne

Policy, by contrast, tried to please so many different interests that a

clear statement of policy emer-ged.

In terms of specific initiatives, the Reagan Administration's Report
is less impressive. It proposes the '"newest federalism" with its swap and.
turnback components, but does'm;t provide estimates of the impact of these

changes on cities, on the urban poor, or on the detail of the amounts of

12-348 0 - 83 -~ 6
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funding involved. Likewise it is silent on how to encourage increased
private sector invqlvement, how to make state governments behave more
responsibly toward cities, and how declining and distressed local
governments can cope with their short run fiscal probiems.

1In the three sections below, I discuss what I think to be the greatest
strengths of the Report, its important weaknesses, and some areas where 1
see the basic analysis as flawed. 1 will say at the outset that 1 do not
think this is the right urban policy for the United States of the 1980s.
Its impacts on poor cities and poor peol;le will result in social problems
that the Administration apparently has ignored or ruled out as unimportant.

In some ways the policy goes in the right direction, but it goes too far.
STRENGTHS OF THE ADMINISTRATION'S REPORT )

1 am in agreement with ghree basic tenants of this report: that
federal policy ought not to ‘be built around-reversing the snowbelt-sunbelt
shifts in economic activity; t};at the role of State governments is pivotal
and ought to be clearly stated; and that loc‘al governments ~ought to be
pushed to >improve their financial management ,;nd planning practices and to
better understand what they can afford. ‘
Regional Shifts

One might take either of two positions about proper federal policy
toward the shift of population and economic activity from the Northeast and
Midwest to the growing Southern and UY~ttern reglons. One poli‘cy would ‘be.
te create a set of competitive subsidies to attempt a rev.ersal of Fhe
current t.rend," i.e., to use gov-ernment sub;idies and penalties to offset

the comparative disadvantages of the declining region. This would seem to
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be the tack taken by the Carter Administration's Urban Policy Statement of
1978, which includgd a National Development Bank, the targeted employmen;
tax credit, neighborhood commercial reinvestmeqt programs, and expanded
UDAG funding. The problem with this approach is that there is 1little
evidence that such revitalization programs work or can have any effect on )
the economic base of declining cities. Certainly the European experience
with such regional subsidies i1s not encouraging. At a time of slow
National economic growth, the United States can scarcely afford the
creation of such ineffitiencies.

An alternative approach is a kind of compensation policy which accepts
the notion that market fo;c;s are affecting a reallocation of population
and income within the country and attempts to compensate the most
financially pressed governments and families during the transition or
adjustment period. The Reagan Administration propo;es sucg a policy, but
comes up short in sevegal respects., First, they do not eiaborate on what
kind of program could be worked out during the transition period to ease
the pain of regional shifts. Moreover, other ﬁolicies in this Urban Report
suggest that low income families would not be protected from tge pain of
economic decline and that central city public services would not be
subsidized during the transition period. For example, the swap, turnback,
and federal aid redu?tions would leave declining area governments in the
position of doing iess for those families most hurt by economic decline.

In short, the Administration is correct in realizing that the issue is

how to help governments through a painful adjustment period and not how to
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reverse the pattern of regional shifts underway. On the other hand, they
are unwilling to face the issue that federal assistance is an important
element of such an adjustment program.

State Government Role

The Administration's Policy gives state governments the key tnle. in
strengthening and financing urban governments. This reverses a
longstanding ambiguity wherein thr state government shares of total state
and local government i_inancing and spending have been increasing while
federal assistance has increasingly bypassed the states. The role and
responsibili'ty of state governmenté had become so unclear by the time of
the New York City emergency aid, that the question--of how far New Yprk
State had to go before federal aid would .flow;—was nevét even raised.
Moreover, boundary problems lie at the heart- of urban fiscal) problems and
city-suburban fiscal disparities in the declining regions. Whether these
problems are to be dealt  with by annexation, consolidation, or regional
financing schemes, it is clear that reform wmust begin at the state
government level,

The Reagan program properly recognizes the need for state g';wernments
“to 'play a key role in dealing wit_h urban problems, but they have not'
addressed the issue of wilat steps the federal government will have .to take
to insure 'thatA state governments will address metropolitan fiscal
disparities. After all, the track record of state governments in this
respect has not been good.

Financial Planning ' : .

The Administration s program encourages improved financial management

practices of local govemments. and will increase the incentives for such
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improvements by reducing the flow of federal aid. The New York City crisis
and its aftermath convinced many city/administrations tha-t financial
plaoning and control was essential. The experience since that -time has
shown that significant improvements can be made 1in using control systems,
fiscal forecasting techniques, debt and cash management models, etc. The
Administration's Policy, by placing mor‘e responsibility in the hands of '
" state and local governments, increases the premium for improved financial

management.
WEAKNESSES OF THE ADMINISTRATION'S REPORT

The Reagan Urban Policy statement does not address three important
issues which are essential to formulating a complete urban policy. The
- :#r is whether or not the federal government has any responsibility. for
the adverse effects of‘business cycles on state and local government
finance. The second is'the consequences of the Administration's policy for
the urban poor. The third is the position which will be taken about the
comparative tax advantage of résource—riéh states in the West and Southwest
and the distribution of future federal assistance.

Business Czc.les

The foundation for the Administration's Urban Policy is the Economic
Recovery Program. The argument is that cities will benefit from whatever.
national growth occurs. However, the Administration's ecomomic recovery
program has so far produced a nine percent unemployment rate, a "misery.
index" (unemployment rate plus inflation rate) not much different from the
20 percent of the Carter recession, and central civies 1in the declining

region with particularly high unemployment rates. The Administration's
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report does not raise the possibility that it has some responsibility to
compensate state and local governments for the compromising effects of
inflation and recéssion. Surely if the cornerstone Ef the Administration's
Urban Policy is its economic recovery program, then it must also have a
compensatory policy to bear some of the responsibility for the failure of
this recovery program.

The business cycle and inflation have quite dramatic effects on the
financial health of state and local governments, Indeed, it was the
severity ofvthe last recession tha; pdshed New York City over the edge and
brought many other local govermments and at least one state dangerously
close to fiscal insolvency. Because swihgs in ecoﬁomic acfivity do induce
substantial changes 1in relative fiscal health, one might érgue for an
explicit recognition of business cycle-effect; in federal intergovern;engal
policy. .

In a sense this was done wiih countércyclical aid and the stepping up
of other components of Economic Stimulus Package in the 1975-1978 recovery.
The present Administration does not propose such a policy. State and local

.govgrnménts are on their own in coping ;i;h the effects of recession and
inflation on their budgets.

Income Redistribution

‘ The Administration's pol?cy is not targeted on the needs of the urban
poor. Indeed, one could argue that if this urban policy suéceeded, it
could markedly worsen the distribution of income. First, by proposing the
swap and turntack components of.the new federalism, it is'proposing that
the federal,government view income redistribution as much more of a ;tate

and local government respdnsibility than before. It is not only that the
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states would have responsibility for AFDC and food stamps, but that the
total amount of federal assistance would be cut. Since sta‘te and lccal
governments must compete with one another with tax and expenditure policy
(and the Administration's proposal encourages such competition), then it
secms clear that state and local governments themselves can place much less
emphasis on providing redistributive type services.1 Even if state and
local governments did move to increase taxes to offset some of the federal
grant loss and to provide improved services, the net effect would be a
shift from a progressive federal income tax to a proportional or regressive
set of state and local 'government 'taxes.

Second, there are other aspects of the Reagan proposal which are not
pro-poor. The increased use of user or benefit charges to finance public
serv.-es can effectively exclude those who cannut afford to pay the charge.
What are the social costs of pricing the poor out of the-use of public
facilities? Similar problems emerge in the Administration's proposal to
increase the invé)lvement of the private sector. The "privatization" of
services such as day care will certainly have impacts on low income
workers. The Administration's citation of examples of private sector
involvement in urban renewa& 1s another example. This may be a good way to
reconstruct parts of the city, but the experience in recent years does not
suggest that the poor are direct beneficiaries of this renewal. This may
not- dsmn such programs, but tf\ese effects need to be recognized. '

11 “eananded vosthi: point in my Joint .Ezapomic Committee testimony of
February, .143Z. .
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Resource-Rich States

. An important policy issue on the horizon is what will be done about
those states which have gained a substantial comparative advantage in their
fiscal position due to the location of natural resources within their
boundaries. With deregulation, the various types of severance and
extraction taxes in the energy-rich states have markedly improved their
comparative fiscal positions. The Courts have now ruled that under certain
conditions, these states may continue to tap the energy base and thereby
further increase their comparative fiscal advantage. What is the proper
response of Athe federal government’.; In particular, will the distribution
of federal assistance among the states' somehow take intd account this
increased taxable capacity? The Administration's Urban Policy Statement,

..ich deals with many similar issues, is silent on this one.
IMPORTANT ISSUES NOT CLEARLY ADDRESSED

A number of issues raised in the Urban Policy Report were either not
fully addressed or not properly thought through. In some cases, the policy
statement raised the problem, suggested f,he desired outcome, and went no
‘furt'her. In others, the reasoning appearea flawed. These issues include
{a) how to implement the new state role in dealing with urban problems, (b)
what to do about the infrastructure problem, (c) how to help declining
regions adjust to regiomal sh;.fts, (d) what methods to use in stimulating
public-private coo‘peragion, and (e) the wisdom of promoting the idea of

enterprise zones and competitive subsidies among local governments. The

discussion o; each of these subjects needs’ further attention.



The - State Role

State governments have always had the power to effectively deal with
urban problems. l They could liberalize annexation and consolidation
regulations, they could create regional financiﬂg districts, or they could
adjust state aid formulae to recognize the particular needs of cities. In
fact, historically, they performed poorly in all of these areas. So.
poorly, in fact, that it has fallen to the Courts to correct city/suburb
fiscal and service level disparities. Particularly in the Northeast and
Midwest regions, where most distressed cities are located, states have not
done what was necessary to address the urban problem,

The Administration’s Policy places the responsibility for Urban Policy
at the state level by giving the state governments more control over
federal assistance. But there 1is no safegﬁard, other than a_ few
passthrough regulations,'that will insure a change in state ‘attitude toward
cities. Indeed, there are reasons to believe that states will be even less
sympathetic to city problems. The recession and federal aid reductions
have cut into state revenues,.a factor thch will likely lead to re@uctions
in state aid. Moreover, state legislatures are increasingly suburban
dominated, which means they may be even léss responsive to the needs of °
central cities than before.

There is probably a great opportunity to deal with urban problems by
increasing the role of state governments, but more is needed by way of
giving states incentives (and penalties) to properly address thesg

problems. : . .



Infrastructure Issues

- As is noted in the Urban Policy Report, the infrastructure problem is
a major national dissue. While much ado is made about public-private
cooperation, elimination of cumbersome regulations, and better financial
and- capital facility planning, it seems pretty clear that the Reagan
proposals will further reduce the amount spent by state and local
governments on capital investment and maintenance. The simple fact is that
with further reductions in federal aid and with tight fiscal positioms,
state and local governments will dgfer. those expenditures which are most
easily deferred--capital spending and maintenance. Especially if
governments are required to borrow the funds fox; major -r':enovations or
construction projects, higﬁ interest rates provide a further incentive to
postpone. . *

This approach 1is strongly inconsistent with the Administration's
economic recovery plan, whit.:h emph;'s\sizes calpital investment, But public as
well as private investment adds to the productivity of the economy.‘ 1Is it
not reasonable to believe that further deterioration of the capital’
:Lnfrastru'cture in urban areas--e.g., roads, public utilities, ports--can
impede productivity 1ncreases'.; Could not a sipilar statement be made about
_investments in human capital, i.e., education and health services?

The President's statement, while arguing that public infrastructure
investment is important for the country, is silent on how to increase the
rate of such investment. Indeed, the fiscal strains of the newest
federalism and the fiscal 1982 budget deficit may combine to. dry up state

and local government capital project activity.
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Structural Adjustments

The Administration is correct in arguing that regional shifts in
economic activity probably can't be reversed and that subsidies to hold
jobs and people in declining regions are not goo& public policy. They also
correctly recognize that in the transition period, the governments and low
income people in declining regions face quite severe problems of
adjustment. What they do not raise is the way in which the federal
government could begin to ease the pain of this adjustment period.

A comprehensive urban policy would begin by addressing the needs of
poor people and poor local governments which resulted from population
declines. 1Indeed, one might ask whether it would be possible to give
structural adjustment assiétance to local governments as part of a program
whereby they would bring their budgetary a.ctivities in line wir_h' the
realities _of their new,.louer level of population}md economic activity.
The Administratiqn's urban policy 'report does not offerAany suggestions
about how one might deal with such adjustments. 1In effect, the declining
areas will be left to their 6wn device;. with less federal aid and more

servicing responsibility.

Public-Private Cooperation

A grea't deal is made in the Urban Policy Report about the possibility
of making use of the ma}'ket, and about relying more heavily on
public—private. cooperation. The report gives a number of examples of
private sector initiatives which have led to substantial physical renewal,
in the center of metropolitan areas. However, very little was reported
about the impact of these activities. Were they truly successful in

increasing the net employment in the region? Did they have any negative
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effects——such as displacing the poor from certain areas of the city? Ha?e
they contributed substantially to a revitalized city economy, and where
they have not, has the city shared in the losses? Have local governments
gained back more in increased tax revenue benefits than they gave up in the
form of fiscal subsidies?

The public-private cooperation in urban renewal may be an important
way to physically revitalize cities, but it also has its costs. There is
much more that we need to know about the impact of these activities than
was reported here.

Enterprise Zones aud Tax Incentives

The Administration's Urban Policy Report is different from most other
studies in this area in that it encourages the use of tax incentives, etc.
by local governments as a competitive device.'.The usual argument is that
comp;titive subsidies are probably a windfall gain to the business concern,
i.e., an unnecessary givea;ay by the ilocal government. When local
governments compete by cffering~these>subsidies, they shift part of the
burden of financing local services from the owners of business to local
residents. The Administration's recommendation for more use of competitive
;ubs;dies is almost startling in light of the great amount of eyidence that
these subsidies do not work in attracting jobs. Certainly competitive
subsidies are not:in the national interest.

The Administration also is proposing the establishment of enterprise
zones. Presumably, the enterprise zone will attract jobs .and economic
activity to areas of the city where sﬁch activity would not ordinarily ﬁa&e

located. In‘this report, qhey also claim that the activities attracted may

not have been initiated without these subsidies. This should immediately
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such continue to.
cause one to ask whetherAactivities uillkeﬂea» exist without the subsidy,

and if not, is their establishment in either the national oi‘ the local.
interest.

Aga{n, one would think that a great deal more homework needs to be
done on this issue. It is not at all clear that enterprise 2zones can
accomplish the objectives set for them, indeed, the initial proposals to
establish enterprise zones can be questioned on many grounds. Again, the
report is quite vague ‘as to the evidence on the potential impact of this

program. /

!

\ NATIONAL URBAN POLICY

AN

It was pretty clear to most observers that the national urban policy
of the Carter Administration did not address many of the important issues.
In particular, the foliowing were more or less -ignored: whether the
federal government ought to attempt revitalization of declining regions or
compensation for their losses during a period of financial adjustment; what
to do about declining city economies; whether inflation and recession ought
to be viewed as a part of ilntergovernmental policy; what roles should state
goverpments play in the intergovernmental system; and what will be the
federal policy toward big city financial disasters?

The Reagan Urban Policy Report addresses two of these problems. It
identifies the state governm;nts as the key actors in the state and local
government sector, and it would not favor policies to reverse regional
shifts. On the other hand, the Administration does not go very far ir;

spelling out the implementation problems in these areas,
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Like its predecessor, this Administration has not dealt with the other
issues. On the one hand, there are discussions of enterprise zones as’
methods of revitalizing central cities, but no consistent policy regarding
"how to deal with regional disparities has eme;ged. Surely the federal
government has a major role to play in this area, i.e., the regional
allocation of substantial increases in defense spending, the allocation of
federal grants, deregulation of energy, the method of taxing energy
resources, etc.

Finally, the Adminisfration is making no statement abou.t. intentions to
compensate state and local governments for the effects of inflation and

recessibn. Indeed, the Administration has increased the hardships on state

and local government budgets associated with increasing unemployment.

Unemployment compensation benefits have been altered to the detriment of
local government areas with substantial amounts of t'memployn'lent, state and
local governments will ‘be left to 'their own devices to finance a larger
share of welfare-relat;d costs, and couf\tercyclical assistance and public

works programs have been eliminated.
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Representative MITCHELL [presiding). Thank you very much, Mr.
Bahl. Our chairman will return in just a moment. Mr. Kotler,
please proceed.

STATEMENT OF MILTON KOTLER, VICE PRESIDENT, CENTER FOR
RESPONSIVE GOVERNANCE, WASHINGTON, D.C.

Mr. KotLEr. Chairman Reuss and members of the committee, I
am pleased to testify before you on the “National Urban Policy
Report.”

In the past, you have invited me to speak on urban problems be-
cause of your personal concern that the conditions and interests of
our urban neighborhoods are not ignored in formulating urban
policy; and also because of your own conviction that a neighbor-
hood perspective upon urban affairs often discloses new ways of
viewing these problems.

You want this perspective to enrich your understanding. I hope
to fulfill your expectations. And I will be brief, because it has been
a long morning.

[At this point, Representative Reuss resumed the Chair.]

Mr. KotLeR. In the Auburn-Gresham community on the South
Side of Chicago, the neighborhood organization would like to com-
plete the last phase of its community crime prevention program.
Members of the project team now meet buses at major stops in the
neighborhood and dispatch alighting residents in groups to walk to
their different blocks. Block captains then escort residents to their
apartment buildings, where building captains see that residents get
safely to their apartments. The last step of this program would be
to place volunteers on buses with walkie-talkies to contact the
street dispatchers in case of trouble.

When Federal funds for this program terminate next month, the
program is likely to dissolve. All volunteer programs need profes-
sionals to administer activity. Private funds are not likely to be
available for this loss of public support.

Without this program, Auburn-Gresham will be reduced further
to an encampment for poor people pushed around by whoever is
mightiest at the time. With Federal support for community ‘crime
prevention, the Auburn-Gresham neighborhood can operate a mili-
tia to preserve a degree of civil order.

What does this tell us? First, Auburn-Gresham is the real,
human side of those statistics about the threefold increase in crime
in our cities since 1960. Its poverty and crime tell the human story
of a radically altered urban economy, in which unskilled, outs-
killed, and old-skilled workers cannot find a place to stay or to go.
In the normal course of our market economy, aided by the kind of
public support we have seen over the past decade, the number of
these people increases.

Since the late 1950’s, our cities have rebuilt their downtown cen-
ters of finance and communication with expressways to transport
skilled suburban workers. The latest ornament of this basic urban
model has been a ring of gentrified neighborhoods surrounding or
astride downtown for the residence of a young professional class
that could use downtown’s cultural investment. The rest of the
neighborhoods of the city, based upon the residence of an older, in-
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dustrial working class—and new migrants to the cities—were ne-
glected, along with the manufacturing base of the city.

This neighborhood erosion has been steady, retarded here and
there by the vigilant organization of community advocacy groups
and development groups that have won back to the neighborhoods
a very small measure of service and capital resources from city
government’s basic orientation to downtown development.

The Auburn-Gresham community raises the crucial question of
whether the contemporary city, based upon an intensely developed
downtown with transportation arteries to the suburbs and a small
ring of gentrified neighborhoods, can survive the decline of its
neighborhoods and the pressure of massive unemployment and
crime.

I happen to think it can survive, if bold policies of massive eco-
nomic development are instituted by our cities and properly sup-
ported by Federal and State government. The hope of realistic
policy can sustain a lot of pressure. I do not think it is realistic to
say that our urban problem is a matter of natural decline, best
faced by shifting investment from older to younger cities. The roots
of this pressure of unemployment and crime reach to every city.

Most enlightened opinion on urban affairs today will agree that
the major thrust of our cities must be economic development to
quietly expand employment opportunities for distressed groups.
The progress of economic development in our cities over the past
two decades will also be generally recognized. But there are dis-
agreements about the agency and scale of economic development.
One group dpplauds the role of the Federal Government in the eco-
nomic development of our cities. They applaud UDAG, EDA,
CDBG, CETA, and a host of other Federal instruments for local
economic development. They also applaud the variety of tax, fiscal,
and organizational devices of which local government has invented
to expand its economic development capability.

While the present urban policy report is less clear about any ob-
jection to local government involvement in economic development,
-it does reject a good part of the active Federal role on local eco-
nomic development in place of a stronger emphasis on removing
tax and regulatory constraints on investment. )

There is something to be said for both sides. Clearly excessive
constraints on development must be removed to enlarge the scope
of development, but it is not clear that removal of the kinds of con-
straints that the enterprise zones envision will be enough to initi-
ate the scale of capital funding that the public sector can provide,
or that is necessary. .

But the major issue of agency is really the matter of incentive.
The Federal Government declares its primary concern with the na-
tional economy. Private enterprises uses mobility wherever it is to
their advantage. State government has a large orbit of interest
than its declining central city populations. None of these sectors
have the incentive to make a durable commitment to large-scale
economic development in our cities. The only unit that has a real
incentive is the city government itself. It is an inescapable article
of realism that city government must be the prime initiator of
large-scale economic development in our cities. It must use every
power of city government for this purpose, and it must be appropri-
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ately supported by other units of government, as well as the pri-
vate sector.

The second issue of difference has to do with the scale of develop-
ment. For most cities, the economic development agenda has large-
ly been downtown-centered. There has been support to firms out-
side the downtown perimeter, and certainly the formulation of
plans for enterprise zones will strengthen this outward trend. But
by and large, the development agenda has not been comprehensive
enough to address massive unemployment.

The major obstacle to the scale of local economic development
over the past decade is the present political mission of city govern-
ment itself. While an economic development capacity has been
growing in our cities over the past decade, that growth has been
limited as much by the fact that our cities remain primarily
wedded to service delivery as by the lack of Federal and private
dollars to invest in economic development. As inflation and eco-
nomic decline reduces service levels in our cities, mayors recommit-
ted themselves to improved service delivery. As the service dollar
continued to shrink, groups that were cértain to get less came to
expect more.

There were two classes of exception to this rule. In cities like
Cleveland and New York which came close to financial ruin, public
demand for increased service abated while they got their municipal
house in order. Now that they’ve corrected their credit ratings,
they are back on the saddle of promising more direct service, while
riding a weak horse.

The more interesting exception is the southwestern city, like
Houston, which never had a high devotion to service delivery. With
its classic freedom from zoning, it always emphasized economic de-
velopment. It is not unreasonable to hypothesize a direct correla-
tion between its economic growth and its primary city mission of
economic development.

So long as direct service delivery remains the primary commit-
ment of city government, it is very doubtful that our cities can
muster the intellectual and financial resources, and the organiza-
tional capability to achieve large-scale economic development.

A city cannot have two master directions, especially where one,
like service delivery, has such short-term advantages to its citizens.
Homeowners pay their property taxes and want their services.
Being employed in the short run, they feel safe enough to demand
that the city pick up their garbage, fill their potholes, patrol their
streets, and do a host of other daily services. ‘The chief complaint
against an incumbent mayor is poor performance of municipal
services. So long as direct service delivery is the top priority of city
government, the quality of its delivery will overwhelm all other
considerations. For massive economic development to ever be ac-
complished by our cities, direct service delivery must be removed
as a priority mission of city government.

Cities must contract these services out to nonprofit neighborhood
organizations and to private business, and limit their concern with
services to monitoring these contracts. Private business already
performs numerous contract services for city government, primar-
ily in housekeeping, but also in direct services. Many neighborhood
organizations have a decade of contract experience in housing and

12-348 0 -~ 83 ~ 7
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community development, as well as federally supported health and
social and human service delivery.

In saving this. I am not convinced that the free market or non-
profit sector can provide superior services. City government must
unload an old function in order carry a new function. The old func-
tion can be adequately performed by neighborhood organzations
and the private sector.

For our cities to withstand the terrible pressure of unemploy-
ment and crime, with hope of economic development for massive
employment, we must have a change in the 100-year-old mission of
city government. In the 1880’s, political economists announced that
since the Federal and State governments were sufficient protectors
of liberty, municipalities were really no longer necessary to serve
political purposes. They should turn their attention to the business
of business and perform those infrastructure development func-
tions and direct operating services needed for growing cities, with
expanding populations and industry. Pipes had to be laid; residents
had to get to factories; public health had to be safeguarded where
people worked and lived in close quarters. That was the origin of
the mission of service delivery.

In 1982, the urban picture for many of our cities is different.
Populations are shrinking; people have more space in highly deso-
late environments; ridership on public transportation declines; em-
ployment disappears. It is not service delivery that our cities are
aching for; it 1s massive economic development to employ our piti-
ful and dangerous encampments of the unemployed. I hate to
sound extreme and pit one mission against the another. We would
all like to have our cake and eat it, too. But what mayor could po-
litically survive massive economic initiatives today so long as he or
she were measured by the test of service delivery?

Let me end with a final lesson of the Auburn-Gresham neighbor-
hood organization. An organization that can develop an impressive
defense against its internal despair and chaos can play a larger
role in the future. Like many organizations across the country, it
can preserve its housing, revitalize its commercial strip, feed elder- *
ly citizens, and operate day care facilities.

These organizations have done these things under contract for
years and can expand their contract service responsibilities over
park and vacant lot management, trash collection, alcohol and
drug abuse, arson prevention, multiservice center management,
and a host of neighborhood-based public services. They would po-
litically accept this new responsibility, if political leaders begin the
forthright task of educating the public and carefully promulgating
this new urban mission. Thank you.

Representative Reuss. Thank you very much, Mr. Kotler.

Let me take up a point made by both Mr. Embry and Mr. Bahl.

ENCOURAGING BOUNDARY CHANGES

You both said that, in your view, the urban policy report was
right in stating that the problems of local boundaries and problems
of the allocation of tax revenues within metropolitan areas are a
large part of the problem.
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You then went on to say that these problems are solvable by
States, which created local governments, and therefore, local gov-
ernments have to look to the States for their solution.

And then, finally, you pointed out that nowhere in the report is
any mention made of any devices to give incentives to the States—
positive or negative—to encourage local governments to solve these
problems of boundaries and fiscal distribution.
hI t?hink this is a very important point. What could be done about
that?

Mr. EmBRrY. It was recommended in the Carter Urban Policy
Report—I think for the first time—and there were many discus-
sions with States on this issue—that, beginning with revenue shar-
ing for States, that unless States came up with an effective urban
strategy to deal with their urban problems, of which boundaries
and tax base were part—and also the disparity of education and
the fact that, for instance, Baltimore City spends $2,300 per child
to educate their children, whereas Montgomery County spends
double that—it should be the reverse if you look at the needs of the
students—that unless the States were willing to face up to these
problems and deal with them, the Federal Government would not
aid the States as significantly as they had in the past and as sig-
nificantly as they would aid other States that were willing to ad-
dress these problems.

I would recommend again, as we did several years ago, that Fed-
eral carrots or sticks be used to prod the States into action. I would
prefer taking away something they're getting rather than adding
something more if they comply.

The Federal Government is often accused of interfering. But
what the Federal Government is saving is: “I won’t give you this
benefit unless you do something. If you don’t want to do it to get
the benefit, you don’t have to do it. We have no power to make you
do it.” It seems to me the Federal responsibility of spending money
effiqctively is to not spend the central thrust of the Carter urban
policy.

So, 1 would say that the Congress should give very serious
thought to withholding benefits that are now being paid to States
until States begin to address this problem.

Representative REuss. Mr. Bahl.

Mr. BanL. I would take the same position. But I think that the
policy of the 1970’s was different. Beginning in the early 1970’s,
there was a bypassing of State government, channeling money di-
rectly to local governments to do what States had been unwilling
to doédsuch as target assistance on jurisdictions that were hard
pressed.

Now, that’s not the way to make a State behave, because what
that does is it takes the discretion away from the State and gives it
no incentive to deal with the problem.

I remember reading about a proposal, before general revenue
sharing, where the State share of general revenue sharing would
somehow be tied to the States addressing the city-suburb dispari-
ties.

Representative Reuss. Yes, I advanced such a proposal in 1970
when general revenue sharing was first used, and it got nowhere.
Then, when general revenue sharing was renewed in 1976, it was
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advanced again with a little more support behind it and actually
cleared the House Government Operations Committee and was re-
ported out to the floor. This would have conditioned general reve-
nue sharing on the adoption by the States of reasonably meaning-
ful programs for permitting localities to adjust boundaries and to
divy up the fiscal resources equitably.

'{‘lhat second round proposal, however, did not get anywhere
either.

Now, however, I see a possible opening because this Urban Policy
Report does make the point, very clearly, that it is an evil thing
that the States permit great disparities in fiscal capabilities in met-
ropolitan areas. Somehow—by annexation, consolidation, metro-
politan sharing of resources, whether you do it a la Jacksonville, or
a la Nashville, a la Indianapolis, Minneapolis, or a la San Francis-
co, where they don’t have a separate county, those solutions should
be encouraged.

Now, one trouble is we don’t have the vehicle of general revenue
sharing, for States anymore. That’s been done away with.

What could be used instead? How about the Federal Government
picking up medicaid expenditures if a State modifies local bound-
aries? Could that be a device for saying the Federal Government
will pick up these expenses, but not unless the State comes through
with some indication that it is going to do something about local
disparities.

Mr. EmMBRY. My sense is that it would be a very powerful kind of
incentive. A better one yet would be the package of medicaid,
AFDC, and food stamps. _

I think if you look back to the Urban Policy Report, there are
those pages where the administration is talking about why we need
not fear repeat of the poor performance by States.

The argument is that legislators are—State legislatures are
simply smarter than they used to be. :

Representative Reuss. Do you find evidence that State legisla-
tures have found their soul in recent years?

Mr. Emery. I think they might be smarter than they used to be.
But I don’t think that means that they’re going to do more for
cities. The suburban representation in State legislatures is much
greater than ever before.

A Voick. That’s right.

Mr. EmBrY. Mr. Chairman, I think, realistically though, if the
States were to act in this way, it would be helpful for cities, it is
not something they’re going to do. There is no Federal carrot of sig-
nificant size to get a Baltimore County legislator to agree to have
his suburban jurisdiction added on to Baltimore City or a regional
tax based created, it’s much to be desired; but I don’t think it’s
going to happen.

If that, in fact, is the case, the cities are going to continue to
house most of the poor people in the metropolitan area, and that is
the essence of the urban problem. And the Federal Government
has to accept that as a given fact and not wish for something that
is unattainable.

If that is the case, then the Federal Government has a responsi-
bility for helping those poor people that can move out of proverty
into middle-class status, which is the greatest mobility that you can
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have; for those poor people who cannot move out of proverty, to
help house them and care for them and not expect local govern-
ments to do it on their inadequate tax base.

Representative REuss. Mr. [inaudible].

A Voice. Excuse me. I have [inaudible].

Representative REuss. Thank you for being with us and for stay-
ing. We know you do have an appointment. Congressman Mitchell.

Representative MrrcHELL. Mr. Embry you made some very star-
tling observations which I wanted to pursue. But I think we can do
it at another time or through correspondence.

If I were king, obviously you would be the Secretary of HUD. I
think he would serve the advocacy role which is not being served
in this antiurban administration. I think you would continue to do
through reasonable persuasion what you've always demonstrated.
You would sensitize the administration. but 'm not king. Not yet.
[Laughter.]

INFRASTRUCTURE PROBLEMS

Mr. Kotler, you have made some truly remarkable recommenda-
tions for a shift in terms of the ways we should assist cities. I'm not
at all sure that I can comment fully on them, because they are
very radical recommendations. ,

Your recommendation that the city drop all of its service deliv-
ery is radical given the fact that every major city is facing the de-
terioration of its infrastructure. It is estimated that it will cost a
trillion dollars over the next 10 years to rebuild the infrastructure.

How in the world could you minimize such a priority at the very
critical moment when the bones of cities are breaking because of
their brittleness?

Mr. KorLER. Congressman Mitchell, I do not minimize the impor-
tance of services, but only say that nonprofit agencies, including
neighborhood organizations, and the business community can deliv-
ery many of these services by contract. Let us free city government
to focus on those services tht are essential to massive economic de-
velopment, including infrastructure repair and development.

Representative MrTcHELL. I don’t necessarily disagree with your
objective. Rather, what I'm trying to ascertain is how do you view
eonomic development in the city of Baltimore or the city of Wash-
ington or the city of Detroit in which the actual physical infra-
structure has deteriorated to the point where it is not reasonable to
assume that the private sector can make the expenditures neces-
sary to improve the infrastructure.

Mr. KoriLer. Infrastructure development must be an integral
part of economic development planning.

BALANCE OF RESPONSIBILITIES

Representative MrTcHELL. One last question for both of you gen-
tlemen.

The administration’s report states that one of the priorities of
the administration’s urban policy is to insure the proper balance of
responsibility between the various levels of government.

Both of you read the report.



96

Do you believe that the proposals contained in that report, in
fact, seek a proper balance of responsibilities among the various
levels of government.

A Voice. Well, to answer that first, no, on two points.

One is that I think the local government will be less able to act
as a result of these recommendations, if approved, because they’ll
have less resources.

And second, I think States will be less inclined to act because
they will be put into a more competitive position with other States,
as—as we pointed out many times this morning. And it will be in
their self interest to reduce their efforts to correct disparities
rather than to increase them.

Representative MiTcHELL. Mr. Kotler.

Mr. KotLeRr. I don’t think this report addresses the kind of part-
nership that I think is realistic, around massive economic develop-
ment.

Representative MiTCHELL. Then, in fact, you're saying the propos-
als do not provide the proper balance of responsibility.

Mr. KoTtLER. Not around a new purpose of city government.

Representative MrrcHELL. Thank you.

No further questions, Mr. Chairman.

Representative REuss. Mr. Kotler, Mr. Embry, and Mr. Bahl, we
are very grateful for your fine presentations.

And we will stand in recess until 9:30 a.m. tomorrow in this
place, when we will hear a number of witnesses on the plight of
the urban areas.

[Whereupon, at 12:34 p.m., the committee recessed, to reconvene
at 9:30 a.m., Wednesday, July 14, 1982.]
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OPENING STATEMENT OF REPRESENTATIVE MITCHELL, PRESIDING

Representative MrTcHELL. Good morning. This hearing will now
come to order. »

Today represents the second session in a series of hearings on
the development of a comprehensive national urban policy. Yester-
day, we received testimony from the Secretary of Housing -and
Urban Development, Mr. Samuel Pierce, and other distinguished
witnesses on the administration’s urban policy report. The purpose
of today’s hearing, ‘“Life in Urban America,” is to examine the so-
cioeconomic status of the urban population, including its employ-
ment, education, health, housing, and.community development
status, and to determine whether the scope of the President’s na-
tional urban policy is adequate to address the problems of the
urban population, particularly the urban poor.

While the States and local governments are, in some cases, best
able to determine the most effective use of resources, there are nu-
merous problems affecting them that require the direct involve-
ment of the Federal Government. Any examination of the needs of
urban areas and their population will reveal that certain condi-
tions require the attention of the Federal Government—urban pov-
erty is one such condition. But, despite the fact that during the last
10 years the number of persons living in poverty has risen, the ad-
ministration’s urban policy report suggests that only a limited re-
sponsibility by the Federal Government should be taken for ad-
dressing the needs of the poor. What does such an approach say to
the approximately 30 percent of white families and 60 percent of
black families living in poverty in our central cities? Moreover,
does the evolving urban policy of the administration take into ac-
count poverty among urban residents as a permanent condition,
particularly since the underclass appears to be separated from the

©on
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benefits of economic growth—a central premise of the President’s
national urban policy.

I’'m going to ask that my entire opening statement be submitted
for the record to save some time. I do want to highlight one or two
points that are included in the statement. In my opinion, one of the
major difficulties with national urban policy in the past, and cer-
tainly in the President’s report, has been that it has focused in on
the place, not the people. It has looked at the city, and I don’t
think any national urban policy can really be a policy unless it ex-
amines the totality of all of these sociceconomic conditions that
beset cities.

And the No. 1 condition or one of the major problems or if I had
to single out the most important problem it’s urban poverty. It's
absolutely ludicrous for some people to assume, as they falsely
assume, that poverty is no longer in existence in this Nation. It's
very much present and it’s very much concentrated in urban areas.

From 1969 to 1979 the rate of poverty rose from 14.9 to 15.8 and
it’s interesting to note that that increase took place as the pro-
grams for the poor were being cut; they were being eroded. Certain-
ly one of the major difficulties associated with urban poverty is the
matter of female head of households; 32.7 percent is the average of
female households in poverty. However, it’s 45.4 percent of black
female household heads, and for hispanic female head of house-
holds it’s 51.3 percent.

Certainly we know the devastating impact of unemployment in
our urban areas and in particular black unemployment. The astro-
nomical rate of 18.9 percent unemployment for blacks across the
board is almost one out of every five blacks unemployed. The youth
rate is even more astronomical and more menacing, in my opinion,
to the well-being of cities. There’s no doubt that we need a compre-
hensive urban policy and that’s one of the reasons why the Joint
Economic Committee is having this hearing on life in urban Amer-
ica.

[The opening statement of Hon. Parren J. Mitchell follows:]



99

OPENING STATEMENT OF REPRESENTATIVE MITCHELL
GOOD MORNING LADIES AND GENTLEMEN,

TODAY REPRESENTS THE SECOND SESSION IN A SERIES OF HEARINGS
ON THE DEVELOPMENT OF A COMPREHENSIVE NATIONAL URBAN POLICY.
YESTERDAY, WE RECEIVED TESTIMONY FROM THE SECRETARY OF Hous1Nng
AND URBAN DEVELOPMENT, SAMUEL R. PIERCE, AND OTHER DISTINGUISHED
WITNESSES ON THE ADMINISTRATION'S URBAN POLICY REPORT. THE
PURPOSE OF TODAY'S HEARING "LIFE IN URBAN AMERICA" IS TO EXAMINE
THE SOCIO-ECONOMIC STATUS OF THE URBAN POPULATION, INCLUDING ITS
EMPLOYMENT, EDUCATION, HEALTH AND HOUSING AND COMMUNITY DEVELOP-
MENT STATUS, AND TO DETERMINE WHETHER THE SCOPE OF THE PRESIDENT'S
NATIONAL URBAN POLICY IS ADEQUATE TO ADDRESS THE PROBLEMS OF THE
URBAN POPULATION, PARTICULARLY THE URBAN POOR.

WHILE THE STATES AND LOCAL GOVERNMENTS ARE, IN SOME CASES,
BEST ABLE TO DETERMINE THE MOST EFFECTIVE USE OF RESOURCES, THERE
ARE NUMEROUS PROBLEMS AFFECTING THEM THAT REQUIRE THE DIRECT
INVOLVEMENT OF THE FEDERAL GOVERNMENT. ANY EXAMINATION OF THE
NEEDS OF URBAN AREAS AND THEIR POPULATION WILL REVEAL THAT
CERTAIN CONDITIONS REQUIRE THE ATTENTION OF THE FEDERAL
GOVERNMENT--URBAN POVERTY IS ONE SUCH CONDITION, BUT, DESPITE THE
FACT THAT DURING THE LAST TEN YEARS THE NUMBER OF PERSONS LIVING
IN POVERTY HAS RISEN, THE ADMINISTRATION'S URBAN POLICY REPORT
SUGGESTS THAT ONLY A LIMITED RESPONSIBILITY BY THE FEDERAL
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GOVERNMENT SHOULD BE TAKEN FOR ADDRESSING THE NEEDS OF THE POOR.
WHAT DOES SUCH AN APPROACH SAY TO THE APPROXIMATELY 30 PERCENT
OF WHITE FAMILIES AND 60 PERCENT OF BLACK FAMILIES LIVING IN
POVERTY IN OUR CENTRAL CITIES? MOREOVER, DOES THE.EVOLVING URBAN
POLICY OF THE ADMINISTRATION TAKE INTO ACCOUNT POVERTY AMONG
URBAN RESIDENTS AS A PERMANENT CONDITION, PARTICULARLY SINCE THE
UNDERCLASS APPEARS TO BE SEPARATED FROM THE BENEFITS OF ECONOMIC
GROWTH--A CENTRAL PREMISE OF THE PRESIDENT'S NATIONAL URBAN
POLICY.

NATIONAL URBAN POLICY IS ALMOST TOTALLY DIRECTED TOWARD
PLACES, RATHER THAN ON THE PERSONS LIVING IN THEM. THIS TOTAL
EMPHASIS ON “PLACE” 1S A MISTAKE. GIVEN THE DECENTRALIZATION OF
FEDERAL PROGRAMS BEING ADVOCATED BY THE ADMINISTRATION, IT IS
INEVITABLE THAT THE ORIENTATION ON “PLACE” WILL CONTINUE.
HOWEYER, IT IS IMPORTANT THAT A NATIONAL URBAN POLICY IS DEVELOPED
THAT RECOGNIZES ALL OF THE CRITICAL ISSUES BECAUSE THE SOCIO-
ECONOMIC CONDITION OF A LARGE PROPORTION OF THE URBAN POPULATION
IS ESSENTIAL TO THE SUCCESS OF ANY COMPREHENSIVE NATIONAL URBAN
POLICY,

MANY URBAN RESIDENTS, UNFORTUNATELY, HAVE NOT BENEFITED
FROM MORE RECENT ECONOMIC PROGRAMS, URBAN POVERTY IS STILL A
CRITICAL NATIONAL PROBLEM, BETweEN 1963 AnD 1979, THE INCIDENCE
OF POVERTY IN ALL MAJOR CITIES INCREASED FROM 14,9 PERCENT TO
15.8 PERCENT. THE POOR IN URBAN AREAS ARE CONCENTRATED IN
FAMILIES HEADED BY A SINGLE FEMALE PARENT WITH AT LEAST ONE PRE-
SCHOOL CHILD, THE ELDERLY AND DISABLED PERSONS--ALL GROUPS
SUPPOSEDLY PROTECTED BY THE REAGAN "SOCIAL SAFETY NET”,



101

POVERTY IN THIS COUNTRY HAS BECOME INCREASINGLY CONCENTRATED
IN HOUSEHOLDS HEADED BY WOMEN., OVER THE LAST TWO DECADES, THE
NUMBER OF SUCH FAMILIES HAS GROWN ENORMOUSLY: THE 8.3 MILLION
FEMALE-HEADED HOUSEHOLDS IN 1980 REPRESENTED AN 80 PERCENT
INCREASE SINCE 1960. AmoNG BLACKS, THE NUMBER OF THESE HOUSE-

- HOLDS HAS NEARLY TRIPLED--FRoM 840,000 1n 1960 1o 2.3 MILLION IN
1980,

WH1Le ABOUT 10 PERCENT OF ALL FAMILIES HAD INCOMES BELOW
THE POVERTY LINE IN 1980, THE POVERTY RATE AMONG FEMALE-HEADED
FAMILIES WAS 32.7 PERCENT. A SHOCKING 45,14 PERCENT oF BLAck
FEMALE HOUSEHOLD HEADS AND 51.3 PERCENT OF HISPANIC FEMALE HEADS
HAD FAMILY INCOMES BELOW THE POVERTY LEVEL. MOREOVER, NEARLY 48
PERCENT OF ALL POOR FAMILIES IN 1980 WERE HOUSEHOLDS HEADED BY
WOMEN, COMPARED WITH 24 PERCENT IN 1969,

LOOKING AT THESE FIGURES ANOTHER WAY, FEMALE-HEADED FAMILIES
ACCOUNTED FOR 20 PERCENT IN 1980 OF ALL FAMILIES WITH CHILDREN
UNDER 18 AND NEARLY HALF (48,6 PERCENT) ALL BLACK FAMILIES WITH
CHILDREN, ALMOST 10 PERCENT OF ALL CHILDREN UNDER 18--AND OVER
30 PERCENT OF ALL BLACK CHILDREN--ARE GROWING UP IN POVERTY IN
FAMILIES HEADED BY WOMEN, WHICH MEANS THAT IF PRESENT TRENDS
CONTINUE, ANOTHER FEMALE-HEADED FAMILY WITH PRE-SCHOOL CHILDREN
WILL BE THERE TO TAKE HER PLACE.

HIGH UNEMPLOYMENT AND UNDER-EMPLOYMENT ARE SERIOUS PROBLEMS
THAT ACCOUNT FOR A SUBSTANTIAL PORTION OF THE URBAN POVERTY
PROBLEM, ANOTHER DIMENSION OF URBAN POVERTY, ALBEIT NO LESS
IMPORTANT, IS THE CRITICALLY HIGH UNEMPLOYMENT AMONG BLACK
TEENAGERS, WHICH CURRENTLY EXCEEDS 52 PERCENT. THE BLACK ADULT
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UNEMPLOYMENT RATE MOST RECENTLY ST0OD AT 18.5 PERCENT,
INDEED, CLOSE SCRUTINY OF THE DATA REVEALS THAT THE HIGHEST
CONCENTRATION OF BLACK ADULT AND TEENAGE UNEMPLOYMENT IS IN
MAJOR URBAN AREAS OF THE COUNTRY. HOWEVER, WITH RESPECT TO
THE UNEMPLOYMENT AND UNDER-EMPLOYMENT CONDITIONS OF OUR
URBAN POPULATION, THE ADMINISTRATION CONTINUES TO RELY ON A
JOB CREATION STRATEGY THAT IS RELATED TO THE PRIVATE SECTOR
AND ITS ECONOMIC RECOVERY PROGRAM IN GENERAL, THIS IS ONE
OF THE MOST PROFOUND SHORTCOMINGS OF THE ADMINISTRATION'S
URBAN POLICY BECAUSE OF THE MAGNITUDE OF THE PROBLEM NATION-
WIDE.

THE CONDITION OF THE URBAN POPULATION CAN ALSO BE
MEASURED BY 1TS EDUCATION AND HEALTH STATUS, THE NUMBER OF
BrLacks AND HISPANICS WITH A HIGH SCHOOL EDUCATION HAS INCREASED;
THE RATES OF INCREASE HAVE BEEN MUCH LOWER IN CENTRAL CITIES
THAN IN OTHER PARTS OF THE COUNTRY. EVEN SO, LARGE NUMBERS
OF CENTRAL-CITY STUDENTS COMPLETE HIGH SCHOOL FUNCTIONALLY
ILLITERATE. ALSO, AMONG THE LARGE CITY SYSTEMS THE AGGREGATE
BLACK DROPOUT RATE IS NEARLY 50 PERCENT, WHICH INFLUENCES
THEIR ABILITY 'IN MOST CASES TO PARTICIPATE IN THE LABOR
FORCE. THE IMPORTANCE OF THE CORRELATION BETWEEN EDUCATION
AND LABOR FORCE PARTICIPATION MUST BE AN INTEGRAL FACTOR IN
THE DEVELOPMENT OF A COMPREHENSIVE NATIONAL URBAN POLICY.
HOWEVER, THE ADMINISTRATION'S PROGRAM OF REDUCED FEDERAL
SUPPORT FOR PUBLIC SCHOOLING AND COMPENSATORY EDUCATION
PROGRAMS WILL NOT BENEFIT CENTRAL CITY SCHOOLS AND THE
STUDENTS THEY SERVE.
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THE ADMINISTRATION HAS APPARENTLY FAILED TO CONSIDER
HEALTH AS A FACTOR IN IT'S NATIONAL URBAN POLICY, THERE ARE
THOSE WHO WOULD AGREE THAT HEALTH 1S NOT AN APPROPRIATE INGREDIENT
OF AN URBAN POLICY, | DISAGREE BECAUSE A SIGNIFICANT DISPARITY
REMAINS BETWEEN THE DIVERSE SOCIAL ECONOMIC GROUPS., THE HEALTH
STATUS OF BLACKS AND THE POOR IS STILL FAR WORSE RELATIVE TO THE
REST OF THE POPULATION, MANY OF THE NEw FEDERAL INITIATIVES IN
HEALTH HAVE NATIONAL RAMIFICATIONS, BUT THEY ARE PARTICULARLY
IMPORTANT TO THE URBAN POPULATION,

MosT OF THE URBAN INITIATIVES IN HOUSING AND COMMUNITY
DEVELOPMENT HAVE BEEN UNVEILED IN EARLIER PRESENTATIONS BY THE
ADMINISTRATION, HOUSING VOUCHERS AND THE RENTAL REHABILITATION
PROGRAM, HOWEVER, THE HOUSING PROBLEMS OF THE URBAN POPULATION
WILL REQUIRE ADDITIONAL INITIATIVES THAT ADEQUATELY ADDRESS
AFFORDABILITY, AVAILABILITY, ADEQUACY AND DISPLACEMENT. 10 THE
EXTENT THAT PRESENT TRENDS IN HOMEOWNERSHIP AND RENTALS PREVAIL
FOR A LARGE PROPORTION OF THE URBAN POPULATION, THE ADMINISTRATION'S
URBAN POLICY WILL HAVE A MAJOR VOID,

[ CANNOT STRESS THE CRITICAL IMPORTANCE OF A COMPREHENSIVE
NATIONAL URBAN POLICY THAT ADDRESSES ALL OF THE AFOREMENTIONED
1SSUES, THEREFORE, [ AM DELIGHTED THAT YOU COULD PARTICIPATE IN
ToDAY's JoINT Economic COMMITTEE HEARING ON “LIFE IN URBAN.
AMERICA,” ] HAVE HAD THE PRIVILEGE OF WORKING CLOSELY WITH
SEVERAL OF TODAY'S WITNESSES ON AN URBAN POLICY ISSUES REPORT
WHICH | ENDORSED EARLIER THIS YEAR.,

We HAVE WITH us ToDAY JOHN JAcoB, PRESIDENT, NATIONAL URBAN
LEAGUE; GERALD JAYNES, ASSOCIATE PROFESSOR OF Economics, YALE
UNIVERSITY; ISABELLE SAwHILL, EconoMisT, THE URBAN INSTITUTE;
PuiLLip CLAY, AssiSTANT DIRecTor, HARVARD-MIT JoinT CENTER FoOR
URBAN STuD1ES; DEBORAH JACKSON, SENIOR RESEARCHER, ABT ASSOCIATES;
RonaLD EDMONDS, PROFESSOR OF EpucATiON, MICHIGAN STATE UNIVERSITY,
AND GEORGE STERNLIEB, DIREcTOR, CENTER FOR URBAN PoLicy RESEARCH,
Ruteers UNIVERSITY,
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Representative MrrCcHELL. I want to welcome all the witnesses
and all the guests. I know so many of the witnesses. I've worked
closely with them for many years. I want to especially thank
Mayor Coleman Young and Mr. Jacob. Mayor Young was here yes-
terday and had to go dine with the President of the United States
in my city of Baltimore. I hope the meal was good. Mr. Jacob was
kind enough to sandwich us in between flights and engagements
around the country. You were both very, very gracious and I appre-
ciate your generosity in being with us this morning.

Because of the timetable that you have, I will ask both of you to
come and present your statements, with Mayor Young first because
he’s a holdover from yesterday, and then we will address questions
to both of you. Gentlemen, thank you very much for being here
i{nd 3’11 t{:ank all of the other experts a bit later. Mayor Young and

r. Jacob.

STATEMENT OF HON. COLEMAN A. YOUNG, MAYOR, DETROIT,
MICH., AND PRESIDENT, U.S. CONFERENCE OF MAYORS

Mayor YouNG. Thank you very much, Congressman.

Representative MrrcHELL. It’s always good to see you.

Mayor Younc. Thank you. You have before you a copy of my
prepared statement that I submitted yesterday and which ‘sets
forth the position of the U.S. Conference of Mayors.

I'd like to say that the President’s approach to urban policy rep-
resents less than an urban policy. As a matter of fact, it seems to
be preoccupied at this point with the dismantling or the denial of
the necessity for the urban policy that was in existence at the time
the President took office.

We have two discussions running concurrently: a question of the
New Federalism on the one hand, and the question of an urban
policy on the other. When we advanced the New Federalism as a
concept, it amounts in many cases to an oversimplified getting the
Government off the backs of, in this case, the States and the cities;
the question. of a transfer of responsibilities from the Federal Gov-
ernment to the States and cities; and it seems to me raises some
pretty basic concepts of our Federal Government.

The last time the question of States rights—and that’s what fed-
eralism amounts to—was in serious question in this country was
the Civil War, and that war was fought precisely over whether or
not the States had the responsibility for enforcing the Federal Con-

_stitution in order to guarantee freedom for all the citizens of this
country.

Now I submit that that issue was settled during the Civil War
and I lived with the settlement arrived at at that time and I look
with grave suspicion on any attempt to revive the issue of States
rights. Looking at it from a point of view of minorities, States
rights can only be a negative consideration. Looking at it from the
point of view of a mayor of a city, we all know that cities exist as
creatures of the State. Cities are not equals with the State. So any-
body who talks about a round-the-table discussion between three
equals—the Federal Government, the city, and the State—misrep-
resents the relationship of the cities within this triumvirate. So as
a mayor of a city, I would have some serious questions about how
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well cities will fare in a troika discussion involving the Federal
Government and the State.

I don’t see anything to be gained in that for cities or for minor-
itie}? with the imposition of a new concept of federalism of States
rights.

Now as far as urban policy is concerned the President in the
report, for which on his behalf the Secretary claimed paternity yes-
terday before this committee—and I was glad to determine the
father at long last—at any rate, the statement was made that the
cities depend upon the fiscal integrity, the prosperity of the Nation.
I think that’s true. The converse is also true. The Nation depends
upon the economic stability of the cities. If this is a two-way street,
and most streets are, then it’s very obviously in the interest—it is
the responsibility of the Federal Government to provide for the

. fiscal stability of the cities in order to guarantee the fiscal stability
of the Nation.

There’s precedent for this and I noticed also yesterday the Secre-
tary talked about going back 40 years. He mentioned about 40
years of foulup and 4 years of corrective room and he opined that 4
years was enough. Well, if you go back .40 years, you just about
wiped out the New Deal and there’s no doubt that it was during
the New Deal, during the days of Roosevelt, when we had a crisis
in agriculture alongside the Great Depression that President Roose-
velt determined that he saw that there could be no stable nation
unless there was a stable agricultural system, and so the full re-
sources of the Federal Government then were thrown into stabiliz-
ing agriculture in order to save the Nation.

Today it seems to me that cities face the same kind of crisis and
this situation demands that the Federal Government take the re-
%ponsibility for stabilizing the cities in order to stabilize the

ation.

I guess I would say that the economic demands of today dictate
that the Federal Government must continue its responsibility for
the cities and cannot in the name of New Federalism or revived
urban policy escape from that responsibility and that’s in the self
interest of the Federal Government itself.

I believe that the enterprise zones which the President advocates
which at this point are not clearly definable inasmuch as these en-
terprise zones have not cleared as far as I know any committee of
Congress, so we don’t know what final form they will take—there’s
no evidence at this point that any great amount of money will be
included with the enterprise zones—but I'm certainly willing and
I'm sure all other mayors would be willing to look at these enter-
prises zones with great interest as a part of an urban policy and by
no means as a substitute for an urban policy.

I consider an enterprise zone, along with the continuation of
UDAG which the administration has indicated it would continue,
and a continuation of the community block grant program, as the
beginning—as the base of an urban policy. To that, we must quick-
ly add immediate consideration for the relief of unemployment
that devastates this country.

My city has 20 percent unemployment, for instance, across the
board with some 40 percent of the black citizens of the city of De-

~troit unemployed; with well in excess of 60 percent of young
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blacks—some say as high as 70 percent of young blacks unem-
ployed in my city, and more and more my city has become typical
of the industrial cities across this Nation. The situation demands
Federal attention to unemployment. This is the key it would seem
to me to the economic stability of the Nation and must be a part of
any urban policy. '

In addition to that, next to the automobile industry, the housing
industry is the most depressed in our Nation. I believe there must
be a Federal recognition of that and there must be some sort of
Federal support for the housing industry and provision for housing
for the people who need it in this country.

And finally, as a basic part of any urban policy, I would see the
necessity for support by the Federal Government for the infrastruc-
ture of our cities, for the sewers, for the streets, for the bridges, for
those parts of the public sector that have been built quite often
with Federal help, and certainly support for public transportation
which is essential for the existence of any city in any urban area
and which cannot exist without subsidy from some source.

You have, as I indicated before, my prepared statement from yes-
terday and I'd be glad to answer any questions after having heard
from Mr. Jacob.

[The prepared statement.of Mayor Young follows:]
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PREPARED STATEMENT oF HoN. COLEMAN A. Young

Mr. Chairman. Members of the Joint Economic Committee.
I am Coleman A. Young, Mayor of the City .of Detroit and
President of the United States Conference of Mayors. On
behalf of the nation's Mayors, I thank you for this oppor-
tunity to testify today on the Administration's National
Urban Policy Report, a report which has generated substan-
tial concern and reaction from Mayors during the last few
weeks.

The U.S. Conference of Mayors believes there is a
legitimate, important role for the federal government in
aiding cities -- and doing so directly, rathér than through
the states. Community and economic development, transpor-
tation, housing, education, employment and training pro-
grams, and programs which directly serve the needy, are
important elements of a federal urban strategy. These
programs address the special social and economic problems
of cities and their residents. Programs such as Community
Development Block Grants, General Revenue Sharing, and
the Urban Development Action Grants program are especially
critical to the longer-term economic viability of cities.
We have been given assurances that these three programs
will be continued as direct federal-city programs.

However, the report clearly states that, "The Reagan

Administration intends to devolve the maximum feasible

12-348 0 - 83 - 8
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responsibility- for urban matters to states and through them,
to their local governments."

The U.Sl Conference of Mayors is deeply concerned
with this basic philosophy.

The argument for turning over all responsibility and
resources to the states, as opposed to local governments,
a pro-state philosophy which permeates the report and
undergirds the New Federalism, is based on a tenuous foun-
dation. While there have been improvements in state
responsiveness to urban areas, they have been relatively
few in number. Most states still do little or nothing to
target assistance to their distressed cities; instead,
state dollars are spread around to all communities, re-
gardless of wealth, often on a per capita basis. The
stories I have heard from my mayoral colleagues are
instructive in illustrating what the stateé have not done,
especially with respect to the block grants enacted last
year. The state record in helping cities has not been
good, failings which were documented in a recent report
of the ACIR entitled, "The States and Their Distressed
Communities."

Moreover, there seems to me to be no reason to build
the interstate highway system, of great benefit to states
and suburbs, but ignore the roads, streets, and bridges

in our cities, as the Administration proposes to do. Or
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to help states with infrastructure improvements, but
ignore the deteriorating infrastructure of our cities,
where most of our citizens and industries- are located.

Finally, let me lay to rest the final tenet of the
Administration's philosophy ~- that somehow the private
sector will pick up the responsibilities abdicated by
the federal government. I believe it is simplistic and
naive to assume, as the National Urban Policy Report
suggests, that private business, religious organizations,
civic and neighborhood groups, and other organizations
will become the providers of care for the elderly, the
handicapped, the sick, poor, orphans, and the providers
of day care and firefighting services. Moreover, even
the tax incentives provided under the Administration's
enterprise zone proposal will not, I fear, be sufficient
to evoke such behavior on the part of the private sector.
Much more assistance is needed.

The enterprise zone proposal has been billed as the
centerpiece of the Administration's urban policy, the
route to revitalization of cities through unrestricted
privdte sector investment. The idea is consistent with
supply side notions that cutting taxes and reducing local
government regulations, taxes and expenditures will some-

how stimulate massive private investment and creation of
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new job opportunities in distressed neighborhoods.

The Conference of Mayors has commented extensively
on the Administration's proposal. We believe that to be
an effective urban program, enterprise zones must be com-.
bined with other federal efforts and activities, includ-
ing special help for new ventures, job training, economic
and community development, and infrastructure assistance.
In addition, we have urged flexibility in allowing state
and local governments to design their commitment to the
zone, expansion of the program to include the designation
of more zones each year, and greater employment incentives
and tax breaks for small businesses.

It seems to me that one of the major arguments for
federal assistance to cities is the role of the federal
government in managing, or as is currently the case, in
mismanaging, the economyj High unemployment, high inter-
est rates, trade policy, and federal budget and tax cuts
have adversely and disproportionately affected the cities
-- some cities and regions more than others. Moreover,
current economic and fiscal policies have particularly
hurt the residents of cities -- the unemployed, the poor,
minorities, the elderly, young people, the small business
sector, manufacturing firms, and the housing industry.
The negative effects of federal policies on cities and

their residents argue for special federal efforts to
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ameliorate the effects of these policies -- to create
jobs, help those individuals and groups particularly hurt
by the economy, and assist priority econemic sectors dev-
astated by high interest rates. Yet, the federal govern-
ment is undertaking no special efforts in this regard,
and in fact has cut back or eliminated the programs which
did exist.

Just as federal policy affects the cities, the eco-
nomic health of cities is vitally important to the health
of the United States economy. I believe there can be no
sound and lasting economic recovery until the cities are
economically healthy and all geographic regions and
economic sectors are on the orad to recovery.

The Urban Policy Report emphasizes the role of local
leadership in restoring economic health to the cities.
While no one would dispute the importance of enlightened
city leaders, there is little they can do to reduce in-
terest rates, high'unemployment, or redress other economic
conditions controlled at the federal level, nor little
they can do by themselves to reverse chronic economic
decline. Such efforts require not only the commitment
of the local community, but also significant state aid,
the active support of the private sector, and an active
federal presence. The elimination of even one of these

elements will make urban revitalization efforts extremely
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difficult, and in most cases, impossible. Certainly,
local leadership alone cannot carry the entire burden.

I have two additional comments. First, the report
cites the relatively small amcunt of federal aid flowing
to distressed cities, presumably as justification for cut-
ting hearly all federal assistance (since these govern-
ments are not "dependent" on federal aid). It seems to me
their figures offer proof that federal assistance has too
often been misdirected to wealthy communities, and thaf
insufficient aid has been given to our most distressed
central cities.

There are elements of the Urban Policy Report which I
believe many Mayors would support. Certainly, the cities'
experiences with federal aid programs over the decades have
convinced me, and many of my colleagues, that it 1is essen-
tial to decentralize much of the decision-making authority
for programs in cities to city leaders themselves. The U.S.
Conference of Mayors need make no apology for its record in
this regard. We were in the forefront of efforts a decade
ago to consolidate, streamline, and free from unnecessary
regulation, programs in the community development, law
enforcement, and job training areas. The enduring success
of the General Revenue Sharing and Community Development
Block Grant (CDBG) program is a testament to the depth of

commitment local officials brought to the difficult process
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of changing from a myriad of categorical programs to the
current block grant model.

Similarly, we agree with the report when it criticizes
some aid programs in the past for being insufficiently
targeted or poorly administered. The Conference of Mayors
for years has maintained that the Congress must make hard
choices and set national goals for the use of federal funds.
These choices should provide funding on a priority basis
for the neediest in our society. We supported strongly the
revised formula for CDBG which better targeted those funds
for distressed cities. We worked hard to create the UDAG
program, which is severely restricted to distressed commun-
ities. The Conference of Mayors convened the only effective
working group of Sunbelt and Frostbelt officials to hammer
out an approach towards "pockets of poverty" which assured
participation by otherwise fiscally healthy communities in
aid programs targeted to their most distressed areas and
needy residents. Congress adopted this approach in UDAG
amendments.

We take issue with the urban policy report because it
cites- the "failings" of some federal programs to condemn
and destroy decades of progress at all levels of government.

.If we took the same approach to our national security pro-
gram, with planes that won't fly, guided missiles that can't

be guided, tanks that can't dig holes or fit on airplanes to
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be moved to battle theatres, we wouldn't have a national
security program. We don't think that's an appropriate
response to the Pentagon's problems, and we don't think it's
an appropriate response to ours.

The Conference of Mayors believes there is an important
role for the federal government in addressing the problems
of our cities and our economy. We believe it is particularly
urgent that the federal government mount a concerted effort
to reduce unemployment and raise productivity. It is an
important point and one often overlooked by this Administra-
tion that productivity improvement will be achieved only
with investment in our human and our public capital. The
Administration has focused almost exclusively on raising
business investment -- and certainly that is important. But,
it is equally important to invest in the education and train-
ing of our work force, to create jobs for our young people
and minorities so they can gain valuable work experience.
Moreover, investment in public capital is also indispensable
for future economic growth and productivity improvements,
espécially increased investment in our urban infrastructure
and the economic development of our cities. While much of
this investment is private in nature, some must of necessity
be public. Nearly all successful development efforts in
cities have been public-private joint ventures. The U.S.

Conference of Mayors calls upon the Administration and the
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Congress to strengthen and enact federal programs to
improve and invest in the human and public assets of our
nation.

I thank you for this opportunity to ovresent the
Conference's concerns about the Administration's Urban
Policy report. I especially applaud you for your past
recognition of many of the points I have raisad today.
You have served a valuable role in regularly surveving the
fiscal crises of cities, and in working wit@ us on our
recent survey of youth unemployment.

The Conference of Mayors locks forward to wofking
with you and the Congress as you continue to formulate

a sound and coherent economic and urban policy.

Representative MrrcHeLL. Thank you very much, Mayor Young.
ile you're waiting for questions, I would wish you would just
cogitate for a moment on a line of thought that constantly haunts
me; that is, the extreme right of the Republican Party. has indicat-
ed time and time again that it wants all Federal programs ended—
all of them. To the extent and degree that the New Federalism
would place the burden for these programs on the States which are
not really able to take on that burden, would not the administra-
tion and the far right accomplish its objective? Is that a hidden
agenda in New Federalism? I wanted to throw that out just before
you testified, Mr. Jacob. It’s good to see you again, Mr. Jacob.
Thanks so very much for fitting us into your schedule.

STATEMENT OF JOHN E. JACOB, PRESIDENT, NATIONAL URBAN
LEAGUE, INC., NEW YORK, N.Y.

Mr. Jacos. Thank you so much, Congressman.

I'm John E. Jacob, president of the National Urban League. Rep-
resentative Mitchell and members of the committee, as president of
the National Urban League, I thank you for the opportunity to
appear before you to discuss what life is like today for too many
blacks and poor people in our Nation’s cities. My reference point is
this administration’s urban philosophy, one that lacks both a unify-
ing vision of America and hope for impoverished city residents left
out of the economic mainstream.

A comprehensive prepared statement embodying our view of the
administration’s urban policy has been submitted for your consid-
eration. It includes policy recommendations we especially call to
your attention. Today I would like to speak briefly about some of
our concerns. To us, no discussion of urban policy can be serious
unless it addresses the needs and aspirations of the people who live
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in the cities and to a large extent that means the needs and aspira-
tions of minority Americans. Black people are the most urbanized
Americans. Over four out of five black Americans live in metropoli-
tan regions and over half live in central cities. Black people are
also the poorest Americans. Half of all black children are growing
up in black poverty. Typical black income is barely half that of
whites. The average black family earns less than the U.S. Depart-
ment of Labor says is necessary for a decent standard of living.

We are a tenth of the population, a fourth of the jobless, and a
third of the poor. Understated official black unemployment figures
peg the black jobless rate at almost 20 percent, with 52 percent for
teenagers. :

In whatever city you choose, blacks experience serious disadvan-
tage. Even in low unemployment States we have jobless rates three
and four times those of whites. In every area of urban life—jobs,
health, housing, education—blacks suffer both quantitative and
qualitative disadvantage. "

Congressman Mitchell, I submit to you that any urban policy
that does not deal constructively with this ugly fact of American
urban life is no urban policy at all.

I therefore must reluctantly suggest that the administration’s
urban policy statement does not reflect an urban policy worthy of
the name.

I should stress that this is not a partisan statement. The Nation-
al Urban League’s views are conditioned by those of our constitu-
ents and are drawn from exhaustive data received from our 117 af-
filiates and from the “Black Pulse” study we conducted—the most
comprehensive survey of the black condition ever made.

Just as we have in the past vigorously criticized the urban pro-
posals of Democratic administrations, we now must also add our
voices to those critical of this policy produced by a Republican ad-
ministration. In this, we are joined by citizens whose political affili-
ation is secondary to their concern for the future of our cities.

This is not to condemn everything in this urban policy. It does
contain several positive aspects. It provides some suggestions as to
the elements of strategic thinking necessary for urban revitaliza-
tion, urging the fostering of public-private partnerships. It also en-
courages States to address the issue of ways to assure that their
municipalities have adequate revenue bases.

That said, ] must admit that it is hard to find any redeeming
social value in a document that fails to acknowledge the Federal
Government’s responsibility for stabilizing troubled cities and for
insuring their participation in any future economic growth.

It is hard to accept as a serious document one that so brazenly
ignores the connection between urban poverty and urban health;
one that ignores the need for Federal policies that reduce the inci-
dence of poverty and increase the availability of opportunities.

However appropriate reliance on individual effort and market
mechanism may be in other sectors, they are inappropriate as the
foundation for a national urban policy. The cities are in trouble not
because of inadequate communication among local leadership but
because of national economic changes and policies. :

Beginning with the massive Federal effort that built highways
and backed mortgages in suburbia, Federal policies have helped
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drain cities of their tax base and weakened their economic founda-
tions. Industrial decline, along with insensitive Federal policies
that hurt urban economies have accelerated the problems of the
cities.

So the Federal Government,; as a partial maker of the urban di-
lemma, has an inescapable responsibility to be a full partner in sta-
bilizing urban economies and in restoring the cities.

And Washington can’t tell the cities to look to their State gov-
ernments for help. Besides being strapped for funds and victimized
by Federal policies themselves, it is gtate neglect that forced city
governments to go to Washington for aid and joint Federal-city pro-
grams in the past.

Nor can we rely on local public-private sector efforts alone, al-
though these are very important. Even in a better environment
public-private cooperation offers no panacea; in a raging depression
like today’s it can be no more than a part of the solution.

While some urban-oriented programs leave much to be desired,
most are right on target. Instead of seeing them as leading to
urban dependency, whatever that is, we should see them as meet-
ing the human, social and economic needs of Americans who
happen to live in cities.

This supposed urban policy must be seen in the context of the
administration’s proposal for a New Federalism and its deep cuts
in social programs that assist the poor, the working poor, and low
income families just above the poverty line.

The seductive idea of transferring programs and powers to the
States is a nonstarter. Those programs and powers came to Wash-
ington because of State abuses and turning them back to the State
is bound to lead to new abuses.

The New Federalism was a mistake when it was limited to pack-
aging various Federal health and social welfare programs into
block grants to be administered by the States. The new plan to
turn basic survival programs like welfare and food stamps to the
States promises nothing less than a disaster.

Logic is missing from the plan, I submit. Why does the adminis-
tration acknowledge that care for the elderly is a Federal responsi-
bility, while care for younger people is a State one? What makes
medicaid, a health plan for the poor, a Federal responsibility while
welfare and food stamps become a State responsibility?

The conceptual flaw behind the New Federalism is the idea that
local governments can best deal with local problems. But poverty is
not a local problem. It is national.

Fully federalizing welfare would acknowledge that. It would rec-
ognize that national problems require national solutions; that
hunger in Michigan is the same as hunger in Mississippi and that
fairness demands poor people receive the same treatment wherever
they reside.

Making welfare a State responsibility means that poor people

ill be treated differently depending on where they live, the
strength of their State’s finances, and the willingness of State legis-
latures and local power blocks to deal fairly with the poor.

Experience shows the States are likely to deal callously with
their poor. Real welfare benefits are down 30 percent in the past
decade due to inflation and the refusal of State governments to
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raise those benefits to keep pace with lost purchasing power. There
is a tremendous disparity among the States on a range of benefits
poor people are entitled to.

The President has often said that if people don’t like the way
their State governments treat them, they are free to move else-
where. That view is implied in the urban policy statement. That’s
an extraordinarily insensitive way of looking at things. The mass
black exodus northward in the past exemplified people voting with
their feet to escape oppressive local segregation and imposed pover-
ty. But think of the tremendous cost to individuals and the Nation
of that kind of human and social disruption.

The new States rights practically invites States to export their
poverty by making conditions so tough for their poor that they will
want to move elsewhere. I can’t see our National Government
adopting the sort of caveman ethics that allow this.

The budget cuts are an integral part of this urban policy, too.
They should be looked at on two levels. The first relates to the loss
of aid to city governments and to urban economic development,
mass transit, housing, and other important areas. Yesterday you
heard testimony indicating the devastating effect of such cuts.
Clearly, even a supposedly neutral urban policy cannot ignore the
deterioration of the urban infrastructure and the effect on the
entire Nation’s economy of the persistent disinvestment in our
cities. -

But the budget cuts for social programs are even more devastat-
ing. Cuts in welfare, health assistance. education aid, food stamps,
and other programs are destroying the human infrastructure of
urban life. While those programs never reached all the poor and
never eliminated the blight of poverty, they did blunt its edges;
they did give sustenance and hope to a multitude of society’s vic-
tims. .

There can be no justification for cuts in programs that have been
proven successful in helping poor inner city children to master
basic educational skills, in programs that have proven successful in
helping poor people maintain a rock-bottom minimum living stand-
ard, in programs that have proven successful in putting unem-
ployed people in jobs and skills training programs.

The administration’s contention that an improved economy will
reverse urban decline is demonstrably false. Urban decline 1s due
to many factors and improvements in the general economy rarely
reach the black poor without special Federal efforts. After every re-
cession our unemployment rates have been higher than at the re-
cession’s bottom, and a booming economy that demands high levels
of skills and education is equivalent to a busted economy in impov-
erished inner city neighborhoods. .

The changes in our economy mean that opportunities are no
longer available for anyone with a strong back and a willing spirit.
Employers don’t need brute strength and they don’t pay for will-
ingness. They want basic literacy levels, skills in manipulating in-
formation and concepts, and the work habits instilled by previous
job experience. Many young black people lack all three, thanks to
inadequate education and closed job opportunities. So it is naive to
suggest that in an economy clamoring for computer programers,
unskilled black dropouts have realistic hopes for meaningful work
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in urban economies transforming themselves into headquarters
cities and information centers.

I have for a long time believed that we as Americans too often
tend to forget the lessons of history, not just the failures but also
the successes. History tells us that one of the most humane success-
es that America ever carried out was the Marshall plan to relieve
the pain of war-ravaged Europe after World War II. That now pros-
perous continent was hungry, without fuel, and with devastated
housing that left millions inadequately sheltered and homeless. Its
industries—now exporting so heavily to the United States—were
flat on their backs.

But the United States stepped in and for 4 years shipped tremen-
dous amount of goods overseas to help put Europe back on its feet.
Dead factories were brought to life, homeless people were sheltered
and hungry people fed by a revived agricultural system.

It was a massive undertaking. Ten percent of the Federal budget
was earmarked for Marshall plan aid. In its first year, that aid
took almost 3 percent of our gross national product—the equivalent
today would be about $100 billion.

By the end of the 4 years Europe was on the road to prosperity.
Today the nations of Western Europe, taken together, are as pros-
perous as we are. Some even have higher living standards today
than we do. - .

The Marshall plan was no act of charity. Policymakers of the °
time knew that an economically dormant Europe would not be able
to buy our goods and that the way to avoid a return to the prewar
depression was through pumping up their economy so that Europe
could be a trading partner and American factories could be run-
ning full blast.

That shows that sometimes the best self-interest lies in helping
the other guy. Ten years after the Marshall plan ended its work
successfully, Whitney Young proposed a domestic Marshall plan to
do for American’s own poverty-ridden areas what we did for for-
eigners.

Had a domestic Marshall plan been adopted then we would have
escaped many of the problems that afflict us today. Instead, our
cities declined still further until today parts of the United States
are as devastated as were bombed-out parts of Europe during the
war. Pockets of abandoned buildings and deserted areas in big
cities are an outrage, as is the tragic decline of America’s industri-
al heartland.

Abandoned plants that once offered productive work to thou-
sands stand lifeless. Stores are empty, unemployment offices crowd-
ed. Unemployment checks are running out and no work is in sight.
And this was the areas whose industries helped put Europe back
on its feet. Today it is slowly sliding into hopelessness born of the
depression of the 1980’s.

Congressman, this is the right time to start thinking about an-
other Marshall plan—a Marshall plan for Americans, as Whitney
Young proposed 20 years ago. A Marshall plan for the 1980’s would
rebuild the cities and get our dying industries producing again for
the benefit of all.
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Most important, it would reach out to the poor and the unskilled
with job training opportunities so that they too could share in the
benefits of a revived economy.

Like the original Marshall plan, doing good for the poor would
wind up with America doing well again. We’d have full employ-
ment instead of over 10 million jobless. And they would be paying
taxes and using fewer resources just to survive. Our cities would be
strong centers of meaningful activity again, instead of decaying
remnants of greatness.

Measured by the potential a domestic urban Marshall plan,
measured even by more modest standards of appropriate Federal
actions that relieve urban poverty and provide job and training op-
portunities, I must confess, Representative Mitchell, that this new
urban policy statement must be judged a failure.

Thank you. I would entertain any questions.

[The prepared statement of Mr. Jacob, together with an attach-
ment, follows:]
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PREPARED STATEMENT oF Jonn E. Jacos

INTRODUCTION

Mr. Chairman, Members of the Committee. As President of the
National Urban League, I thank you for the opportunity to appear
before you to discuss the Leaque's view of what life is like today
for too many blacks and poor people in our nation's cities. My
reference point is this Administration's urban philosophy, one that
lacks both a unifying vision of America and hope for impoverished
city residents left out of the economic mainstream.

The National Urban League is a 72-year old non-profit community
service organization which has historically been concerned with
seeking equal opportunities for all Americans in all sectors of our
society. Through our network of 118 affiliates nationwide, we are
dedicated to bringing about changes in those governmental and social
systems that produce disparities among groups of Americans. We
accomplish this through advocacy, services, bridge-building, and
belief in an open, pluralistic, integrated society.
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In advocacy, the League's basic constituency is the black
poor and by extension, all of America's disadvantaged. We believe
we have the inescapable responsibility to speak out loud and clear
on their behalf.

In services, our professional staff and volunteers exist tQ
provide the services our constituents need in job training, health,
housing and educational services. Every year one million and a
half people come' to the offices of our 118 affiliates in search
of caring he;é. .

In bridge-building, the League tries in a society torn by
class and racial polarization to serve as a force to heal the
wounds *of our nation.

In our belief in an open, pluralistic society, we have
fought to make ours a nation that demonstrates egual opportunity
in action, a nation in which no artificial barriers block the
upward path of its people.

We believe we have as much if not more reason as anyone to
be concerned about the precarious situation of the cities. The
National Urban League was born in the cities at a time when so
called "employment agents" were scouring the South, recruiting
young black women with offers of "Justice Tickets" to a northern
land of employment and opportunity. Instead when the verdict was
in, these young women found racial discrimination as recalcitrant
as they had left -- exclusion from jobs, housing and education.

Throughout the years our charge has remained the same al-
though the specific challenges have varied with the times. But

always, equal opportunity and employment have been at the top
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of the League's list of priorities -- during the Depression years
when blacks even in menial jobs were supplanted by whites; in the
post-World War years when blacks found themselves being frozen out
of the workplace by returning white GI's,

It is therefore significant that my first appearance before -
this Congressional body should address those concerns in which the
NUL had its genesis -- the urban poor and their conditions in this

nation's cities.

URBAN POLICY IN PERSPECTIVE

Many of those scheduled to speak before you on urban policy
will address the financial and physical concerns of the cities. But
But I want to talk about the human capital involveé, and what we
stand to lose if we do not firmly and agressively act to reinvest
in the people of the cities.

First, let me share wi£h you some of the realities for poor
blacks in this nation -- and it does not much matter whether its
a northern city or a southern city, an eastern or a western one.
Over 80 percent of America's 28 million black citizens live in
métropolitan areas. More than half live in our nation's central
cities.

Therefore, when the cities suffer, black Americans dispro-

portionately suffer.

12-348 0 - 83 - 9
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Traditionally, the cities have offered a harsh existence
for large numbers of blacks--relegating them to low-paying jobs,
under-financed schools énd substandard housing. Yet, during the
60's there was a spirit of decency afoot that began to make life
better for some urban black Americans. But it was smothered by.
the selfishness of the 70's, undernourished with inadequate and
improperly-targeted resources. For the one most important fact
in discussing a national urban policy, is that this country has
never reallyfgeen serious about a national urban policy--preferring
to prescribe aspirin for the cities' cancer.

And so the cankerous realities remain.

If you're a black baby born in America, you're twice as likely
as a white child to die before you reach your first birthday. You're
four times as likely to be born in poverty and its even money that
you'll be reared in a single-parent home. When you're old enough
to hold a job, the oddsmakers have no choice but to make you a
long shot--at least as long as black teenage unemployment is over
50 percent, as high as 70 percent in some of our inner cities.

This astronomical unemployment rate among black youth means
that millions will be deprived of the work experience, discipline
and skills needed to enter the economic mainstream.

If you're a black adult today in America, there's a one in
five chance that you can't find a job; haven't held a job for
months and may not have a job two months from now. And it is
not for want of trying. Statistics show that even in the best
of times that a black person with a college education is guaran-

teed a no more lucrative or stable place in the work force than
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a white high school drop-out. While we know that the country is
grappling with a recession,and that we, too, want to see a revi-
talized economy, we also know that if pPast experiences serve as
a guide, blacks and poor people will be the last to benefit from
economic recovery.* ' -~
In recent months, it has also become apparent that the lean
economic times may have provided the excuse for new racial tensions
and revived intolerance in the cities.
Just a few weeks ago, the media told us of an attack by a group
of white youths against three black transit workers in Brooklyn.
And we are all familiar with "rockings" and harassment of blacks
in Boston.
Yet, we also know that the problems of the cities, in terms
of the people living there, transcend the current recession. Re-
cently, the U. S. Commission on Civil Rights confirmed what nany
of us already knew as previously spelled out in the Kerner Com-~
mission Report years before -- that the 1980 Miami riots which
left 18 dead and hundreds injured could be traced to the isolation
and exclusion of blacks from that city's economic mainstream.
This is one reason that the National Urban League has decided
to concentrate resources on four of the problems found often
in the cities--high incidence of teenage pregnancy, crime, the

plight of the female-headed household and low voter participation.

*Robert B. Hill, State.of Black America 1980 and 1981, National
Urban League.
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At the same time that the League and thousands of other
individuals and groups are working to try to improve the life
of urban dwellers, we firmly believe that the federal government
needs to play an integral role in assisting our cities to give
themselves new life, new jobs, and a new future. N

Therefore, the Administration's urban policy which only
cursorily addresses the important issues of job training and
employment--i;gués so important to those who live in the cities--
fails the test. For as Shakespeare wrote, "What is the city,
but the people?"

As we look at the plight of Urban Americans and seek to
focus on a national urban policy, there are certain areas which
serve as socio-economic indicators of the status of urban residents.
The following discussion therefore looks at some of those areas
from the perspective of the National Urban League's constituency

--a majority of whom reside in those communities.

Employment

Unemployment is the number one problem in the black community.
By official figures, nearly one out of every five black adults
is jobless. National Urban League figures, which include dis-
couraged workers, put unemployment for black adults even higher
- nearly one in three. (See attached excerpt from NUL Research
Department's Quarterly Report, April 1982.)

Among black teenagers the official rate is over 50 percent
while League statistics say black teenage unemployment is at 65

percent, and even higher in some of the inner cities.
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The Administration's answer to employment and almost every
i)
other problem has been economic revitalization for America. This

has basically been outlined as a four pronged approach.

1. Reduced federal spending
2. Reduced taxes
3. Strict control of money supply

4. Regulatory reform

In this policy's implementation, blacks and poor people are
being adversely and disproportionately affected by this approach.
Budget cuts have caused economic hardships on the poor of which
blacks are a large number; the tax cut will put few dollars in

the pockets of the low-income; a tight money policy has kept
interest rates high, reduced purchasing power, ard placed in
jeopardy the fragile black middle class; and certain efforts at
regulatory reforms have threatened basic hard earned civil rights
protections.

Importantly, even the Administration has conceded that when
the recession-ends, employment will lag -- therefore joblessness
is and undoubtedly will remain the number one problem in the black
community.

The Administration, has talked about the need for the poor
to become mobile in order to find jobs; but this approach does
not adequately address one of the most important components of
unemployment--lack of job training.

Take for example the most disadvantaged segment of the black

community -- the female-headed household. The percentage of black
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female single parents has increased sharply during the last decade
and now represents the most concentrated area of poverty in the
black community.

Half of all black children are being reared in these homes,
and half of them are poor. These families are primarily poor, Qgt
because there is no husband present, but because these women do not

‘have jobs. .

Stimulus of the economy through tax cuts will not benefit
female singlgxéarents because they do not have the skills to take
advantage of newly created jobs.

. Fortune magazine, in its June 28 issue, predicts that "Even
after the recovery takes hold, millions of manufacturing jobs -
many of them in the auto, steel and rubber industries - will
vanish because cf foreign competition and automation. Millions
of new jobs will be created rostly in information systems, but
they'll be so different that today's laid off workers will be
hard pressed to fill them."

Training the black community for jobs with a future is of
priority significance, especially when recognizing that many
low-skilled jobs now held by people in coming years will be
filled by robots, who work cheaper and need no fringe benefits.
Importantly, job training should not be left solely to the
private sector.

We also believe that as long as interest rates remain high
that the capital sector of our economy will be content to trade

money, rather than invest for expansion and development. And
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.without investment, there will be no growth, no recovery and
no jobs.

In discussing employment, we would be remiss if we did not
mention the role that minority businesses should play. Always
a too small secéor of the economy, black businesses have been ..
particularly hard hit by the current recession.
. A comprehensive urban policy should look at ways to increase
the economic viability of black businesses, which hold the yet

underveloped potential for making a dent in black unemployment.

Education

Blacks have made significant gains in educational attain-
ment over the past two decades. According to our State of Black
America 1982, by 1977, 70 percent of blacks in the 18-34 age group
were high school graduates. That figure represents a 12 percent
increase for blacks over 1970.*

Blacks have made gains in higher education as well, and today
blacks make up 11 percent of the total enrollment in the nation's
colleges.

It is also important that as we focus upon education, that
we continue to applaud one program which has a proven track record
of success -- the Head Start program. As the Children's Defense

Fund has pointed out -- it is cost effective. Graduates of the

*The Status of Children, Youth and Families 1979, Health and
Human Services, Office of Human Development Services, DHS
Publication No. (OHDS) 80-30274. August, 1980, pp. 67 and
88-90.
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progréms are less likely to have to repeat a grade or require
expensive special education than non-graduates. In addition,
program participants -- economically disadvantaged three to

five year olds -- received medical, dental, nutritional, edu-
cational, social and mental health services. ~.

However, at the same time we acknowledge our successes and
new signs of hope, we should make it known that the guality of
education receivéd by black and Hispanic children in many cities
is still inadequate. These youngsters attend schools beset with
the major problems of under-financing, violence, low expectations
and vandalism.

In this period of retrenchment, schools which already have
few resources are being asked to cut back even more--teachers and
tegcher's aides, and such "frills" as library services, music and
art classes are being eliminated. With these new realities, urban
schools are becoming the repository for those who have few if any
options, the poor and minorities.

In the face of this assault on public education some.have
proposed that tuition tax credits’ would offer these youngsters
an alternative. But the National Urban League disagrees, be-
lieving tuition tax credits would undermine the already troubled
public school system, presenting little evidence to indicate they
would increase the choices of poor and minority children.

For tuition tax credits will do nothing to change these

realities recorded by the League, that desperately need attention.
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e Among all black children between the ages of 14-17,
one in six is out of school
® Black children are disproportionately placed in classes
for the educable mentally retarded, 1 in 30.
® One black family in four reports that it has had at R
least one child suspended from school.

e For every two black students who graduated from high

school, one drops out.

For those who would propose the voucher system, our response
is the saﬁe.

As we focus upon these two approaches -- tuition tax credits
and vouchers -- we must remember that as long as public schools
must take all students, and private or parochial schools take
only those they wish to, even turning away those who can afford
to attend, we must continue our opposition.

But despite tﬁese realities, public confidence in public
school education seems to have reached 'a plateau. In many cities
and states, competency test scores are going up, even though prob-
lem-solving abilities seem to be going down.

While in this discuséion on education we have not focused
upon post-secondary education, we note, however, that even for
those youngsters getting through whatever public school system
exists in their communities there is no assurance of a slot in
any other educational institution. They must be prepared to
compete for those limited technical slots in the vocational

skills training schools as well as those in the often too
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expeﬁsive college or university. As we further examine that re-
ality along with the cutbacks in educational grants and loans,
as well as the plight of the black colleges, the path from the
inner city, urban school becomes rockier.

There remains, therefore, a requirement that we provide -~
all necessary resources needed for “"optimum learning" for all
of this nation's people. That requires commitments from parents,
teachers, and the corporate community -- but most importantly a

.

conmitment from the youth within those environs to learn.

Housing/Community Development

Housing affordability for all Americans has become an issue
for the 80's. For the poor and minorities, housing affordability
has reached a crisis stage, intensified by federal cuts in sub-
sidized housing programs.

In examining the housing issue for urban blacks, several
points should be taken into consideration.* First, the percentage
of rental units out of thé total housing stock has declined over
the same period that the percentage of all rental units occupied
by blacks has increased.

Second, the percentage of the black population that rents
far exceeds the percentage of the white population that rents

(in 1970 58 percent for blacks to 35 percent for whites). Third,

*Dr. Wilhelmina Leigh, shelter Affordability for Blacks, Trans-
action Books, to be published I98Z.
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in both 1979 and 197§, a larger percentage of black renters
than nonblack renter§ paid 35 percent and more of their income
for rent (31 percent to 25 percent).

In its many statements on housing, we can agree with the
. Administration on at least one point -- that urban renewal ~.
programs destroyed housing in black communities that it did not
replace.

The Community Development Block Grant Program, which was
enacted to give local communities a larger role in the develop-
ment of their neighborhoods, has achieved much even though
political considerations in some instances superceded the

. program's Congressional mandate. Instead it has become more
of a revenue sharing program than one designed to develop
"viable urban communities by providing suitable living
environments and expansion of economic opportunities princi-
pally for persons of low aﬁd moderate income."

In part, some of its failings can be explained by discrim-~
ination; in part they can be explained by inadequate local
capacity, a fact which should disturb those who propose that
lécal administration is always the best and pledge allegiance
to the block grant concept.

The Administration has proposed a voucher program of direct
payments to the poor. While its approach points to some advan=
tages - reducing the problem of housing-siting and providing
greater freedom to look for and seek scattered housing -- it

leaves many gquestions unanswered. For example, if a voucher
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systém is implemented, will there be adequate funding? Even
more importantly, Qhat about the major problem of low and
moderate priced housing supply?

Under the Section 8 existing housing assistance program
we have witnessed high rental costs for substandard housing. ;_
The voucher system may exacerbate this problem since there will
be no fair market guidelineé to restrain landlords and there are
no programs to increase the supply of low and moderate income
housing. i

Another major concern of blacks relative to available housing
is that discrimination is still very prevalent -- especially in
the suburbs -- an issue which a voucher program will not and can-
not address. Therefore, if there are no strong fair housing laws,
and no strong enforcement of anti-discrimination laws, then a

voucher system would fail in its stated purpose of making blacks

more mobile.

Health

The League's State of Black America 1979 reported that key

indices such as infant mortality, maternal mortality rate, and
life expectancy indicated some improvement in health care for
blacks.

This information, however, must be put in the context of
inner city communities' dire need for more physicians, health

service providers, hospitals, and health centers. Some 80



135

.percent of those who utilize neighborhood health centers are
minorities.* Unfortunately, the response from government on
all levels has been attempts to reduce funding for medical
centers and inner city hospitals.

Dr. Alan Séger, a Brandeis University researcher, concluded‘
in 1980 after a 40 year study of hospital closings that the racial
composition of a hospital's neighborhood and not economic conditions
tended to determine whether a hospital was closed or relocated.
He found that as the neighborhood's proportion of black citizens
increased, local hospitals tended to close or relocate to the
suburbs this despite the fact that many blacks use the emergency
room of inner-city hospitals as their private doctor.

Thus, health care continues to be an issue of concern for
blacks in the cities.

A related issue should also be discussed under the banner
of health -- the problem of teenage pregnancy. The negative
health, social, educational and economic consequences of early
and unplanned childbearing are devastating to young parents,
their children and, ultimately, society. According to statistics
compiled by the Alan Guttmacher Institute, the research division
of Planned Parenthood Federation of America, Inc., teenage preg-

nancies for all races increased to near epidemic proportions

*"Health and the Disadvantaged," Chatbook DHEW Publication No.
(HRS) 77-628, p. 43.
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during the 1970's (Eleven million Teenagers, 1976) . Sexual

activity of unmarried teenage women rose by nearly two-thirds.

A 1978 study of the U.S. Government's Commission on Population
says 15 percent of the nation's 13-14 year olds engage in

sexual intercourse. Other studies concur that 1/3 of all al
girls and 1/2 of all boys become sexually active by their 16th
birthday. During 1978, teenagers represented approximately

55 percent of all out-of-wedlock births and 31 percent of all
abortions. '

More recently, more than one million 15-19 year olds have
become pregnant, annually. Two-thirds of these, almost 700,000
are conceived out of wedlock. In addition to the older teenagers,
as many as 30,000 girls below the age of 15 become pregnant each
year. Since the early 1960's, the proportion of all out-of-wedlock
babies born to younger adolescents have risen, steadily, by 18
percent, and to older adolescents by 40 percent.

Numerous researchers and practitioners have repeatedly as-
serted that the time in a young person's life when the first
child is born is of crucial and strategic importance. Research
has documented the correlation of early motherhood with poor
health for mother and baby, the obtaining of less formal educa-
tion, higher divorce rates among parents who subsequently marry
to legitimize a birth, increased fertility rates, and later,
poverty.

For many, teenage p?egnancies are the beginning of what
may be called the "syndrome of failure", for the adolescent

and her child. There is a failure to remain in school and
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attain adequate training for a vocation. There is a fai" -e of
normal growth and development of both mother and child. Often
there is inadequate mothering. The adolescent mother often failf
to develop a stable family unit. The burden of teenage pregnancy
also falls, not only on the mother and infant, but also the -
mother's family and often, the community.

Unplanned pregnancy affects teenagers of all races and

classes; however, black and other minority teenagers are dis-
proportionately represented among those giving birth to unplanned
and unwanted children. Approximately 55 percent of all births
to unwed females under age 19 were nonwhite. This is an alarm-
ingly high rate when compared to the much lower percentage of
nonwhites in the general population. We believe that this rate
is higher because nonwhite teenagers do not have sufficient
access to proper and acceptable information on family planning
and contraception. Historically, society delegated the respon-
sibility for imparting information and knowledge about family
life and sex education to the parents. While many afgue that
this would, and should be, the appropriate process for imparting
information of this nature, all too often and for a variety of
reasons, parents are unable to fulfill this responsibility.
In many instances, a communication gap exists between parents
and children. None of the aforementioned are phenomena among
black parents but many parents; they are not endemic to poor
parents but to parents across socio-economic lines.

In other cases, parents are uncomfortable with thier own

sexuality or lack sufficient knowledge about the subject to
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effectively communicate the information. As a result, much of
the information obtained by teenagers comes from sources external
to the family. Myths and misinformation emanate from, and are
pertetuated by, peer groups and other sources, such as the media.
The negative health, social, education and economic conse= .
quences of early and unplanned childbearing are repeatedly
documented. The consequences are serious for all teenagers;

however, they are magnified for poor minority teenagers.

Public Assistance

Current welfare policies being executed by this Administration
not only punish the poor but create disincentives for recipients
to work. In the late 1960's Congress saw work for adult welfare
recipients as a way to provide a higher standard for their child-
ren and eventually get the family off the welfare roll through
self-sufficiency. The Work Irncentive Program (WIN) was established
to provide training, employment, and social services to adult
welfare recipients. Since that time, the rules had been regularly
liberalized, with increasing opportunity for families to work their
way off welfare.

In 1981, however, Congress cut funds for the Aid to Families
with Dependent Children program, changed the rules, and in effect
penalized those AFDC recipients who have sought to increase family
income through employment. Many of these families now face the

choice of losing their AFDC benefits and Medicaid coverage because
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of their earnings, though marginal, exceed the low limits pre-
vailing in many states; or of limiting their work efforts
significantly; or quitting work altogether to maintain Medicaid
kenefits.

Earlier this year, the National Urban League conducted 16 " -
field hearings to determine how the Administration's cuts in
the AFDC program are affecting poor families. The end result
of that effort was a document entitled "Don't Just Stand There
and Kill Us," the title coming from the testimony of an AFDC
mother in Peoria, Illinois.

Those hearings reinforced the significance of that'program
to this nation's poor. Because the Administration proposed and
Congress has acceded, a workfare program has been planned to
make AFDC recipients "earn their keep so as not to undermine their
personal ambition for self-betterment." However, we call your
attention to the fact that.69 percent of the 11.1 million recipients
are children.

For most recipients, AFDC is a temporary measure. About
57 percent of all AFDC families have only been continuously on
the rolls for less than 37 months and 2§.5 percent have been
receiving assistance for less than 13 months.

We know that no one is guaranteed a free lunch in this
country, but we should also be humane enough to at least ensure
that poor children are not allowed to go without any lunch.

Therefore, while critics chip away at the benefits for
AFDC families they should at least know the truth about the

program. They should know that even with current federal over-

12-348 0 - 83 - 10
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sight that there is great disparity between the benefits provided
by the states. They should know that actual payments to families
of three with no other income currently range from $96 per month
in Mississippi to $571 per month in Alaska. Twenty-six states
provide less than $300 per month to such families and only nin€ -
states provide more than $400 per month. And a final truth about
AFDC is that it keeps families together. For without it, some
other method yoﬁld have to be found to care for them, probably
outside the”home and at a much greater cost both in terms of
money and the child's well-being.

By no means does the National Urban League think the present
welfare system is the ideal one. For years, the League has been
an advocate of welfare reform. True conservatives ‘have faﬁored
a solution that puts cash directly into the hands of the poor,
and reduces the red tape and regulations that have such arbitrary
power over poor people... The new program of cash for food stamp
recipients in Puerto Rico should be evaluated for potential appli-
cability in the States.

That has been the direction pointed to by our proposal --
an income maintenance system based on a refundable income tax.

The cost of such a program depends upon the amount of the
tax credit and the level of the primary tax rate, but it could
amount to not much more than the cost of the present system that

leaves poverty intact.
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Crime

It is time to discard the stereotypes associated with
crime -- blacks as victimizers and whites as victims. The

evidence clearly shows that blacks, especially in urban areas,

N

are disproportionately victims. Moreover, the poorer you are,
the more likely you are to become a potential crime victim.

Low economic status neighborhoods in urban areas have
higher crime levels than high economic status urban neighborhoods.
The rates of both theft and violent victimization are substantially
higher in neighborhoods characterized by relatively higher unemploy-
ment rates than neighborhoods having lower unemployment rates.
Rates of victimization are akcut twice as high in structurally
dense neighborhoods than in less structurally dense neighborhoods.
These are the neighborhoods in which blacks most often reside.

The above facts take their toll on those growing up black.
According to the National Center for Health Statistics, the
murder rate for black males 15 to 24 years old is 66 per 100,000,
compared to 12.4 per 100,000 for whites.

In addition, Justice Department statistics say that blacks
account for 44 percent of all arrests for violent crimes, even
though blacks are only 12 percent of the population. Many of
these acts are perpetrated against other blacks..

However, we do not, as some have suggested, view these
statistics as a matter of black self-hate. Rather we realize
that the numbers are rooted in a history of economic deprivation
and social frustration. But, yet, we cannot sit idly by and allow

this trend to continue.
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- The National urban League has designated crime and crimi-
nal justice as one of four focus areas. We are presently
designing a program model that our affiliates can use in
mounting a campaign against crime in black and poor communities.
Two elements included in this program will be education in crime
prevention and ;he encouragement of neighborhood crimg-watch
programs.

Various administrations and sessions of Congress, including
the present, have called for more prisons. Yet prisons have
never, and will never, make our streets safe. The Bureau of
Justice statistics in a report released earlier this year called,
"Prisons and Prisoners" described state prison inmates as pre-
dominantly poor, young adult males with less than a high school
education. Importantly, the report said, that among the inmates

entering prison after 1977, 20 percent had had no income in the
12 months before their arrest and another 20 percent had earned

less than $3,000.

Any federal government policy designed to deal with crime
must focus on its underlying causes. Serious attempts to reduce
crime must certainly focus on programs and policies to reduce
high black unemployment, and improve the quality of education
in inner city schools.

It is clear, however, that whatever view is taken of the
problem of urban crime, the criminal justice system as the final
arbiter of the right of the victim and the victimizer must be
fair and equal. Employment, appointments, sentencing, and all

aspects of the system, must reflect liberty and justice for all.
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THE FEDERAL RESPONSE

The current Administration is now proposing a half dose of a
previocusly impotent prescription.

I should say out front that the League's criticisms and concerns

A

are non-partisan; for comments from the Administration may lead some
to believe that those who take issue with current policies are some-
how partisan, unfair and unpartiotic. To the contrary: Our criti-
cisms, questions and concerns are based on the needs of our constitu-
ents, responses from black and poor people around the country and
data from our affiliates in their respective cities.

The National Urban League viewed former President Carter's
urban policy initiative as well-meaning, yet found it lacking in
terms of commitment to the problems of blacks in the cities. Today,
we find that this Administration, too, has neglected to adeguately
address the human issues of urban America.

From what we've read and heard, we do think that the Admini-
stration's urban philosophy may contain several positive aspects.

It provides some suggestions as to the elemeﬁts of strategic thinking
necessary for urban revitalization, urging the fostering of public-
private partnerships. It encourages states to address the issue of
ways to assure that their municipalities have adequate revenue bases.
It recognizes in some circumstances the benefits of mixed zoning,
which would allow the creation of rental unites in some homeowﬁer
neighborhoods.

On the other hand, we cannot countenance an urban policy that

calls for experimentation with urban governance which is not based
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on sound principles of social justice, a policy which unjustifiably
-makes the urban crisis a crisis of government, rather than the victim
of evolving industriaiization that it is. Neither can we accept a
policy that puts so much emphasis on an economic recovery plan that
has yet been shown to work. S
Specifically, we are concerned about any urban policy that

would:

1 1) Seek to arbitrarily extend concepts of
 free-market contracting to the dynamics

- of neighborhood development, while abdi-
cating federal responsibility and reneging
on federal resources for promoting urban
progress. The Administration claims to
envision a greater role for local gcvern-
ment and community-based organizations in
improving life in the cities, but its major
thrust is geared toward advancing the idea
of profit-making firms as competitors for
public service.

2) Say that government regulatory intervention
will be measured by weighing the benefits against
the costs to "promulgate only those regulations
whose benefits clearly outweigh the costs".
The thesis unconscionably attempts to put a
price tag on everything from the value of clean
water to civil rights. True, we may save some
dollars in the short-term, but we also ask what
this will mean for our children. Do we want to
leave them with a socially bankrupt nation?

3) Recognize that economic restructuring is putting
pressure on low-skill and no skill individuals--
particularly female headed households--to remain
in communities experiencing high unemployment and
economic stagnation; but neglects to examine a
myraid of underlying causes. While the Admini-
stration cites the low participation rate of
female heads of households, it simultaneously
.ignores the strong work ethic and struggle of
the working poor.
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Content that the well-being of the cities

is primarily dependent on a city's role in the
regional economy, de-emphasizing the impact

of federal policy on regions and cities.

Case in point is the redistributive impact

of defense contracts which may shore up a

city or region from recession. U.S. News

and world Report magazine reported in its

May 10, 1982 issue that 10 states account

for 65 percent of all defense prime contracts.

The regional economy thesis also ignores the
effects of past federal policies to the degree
that on-going responsibilities are required.
Beginning with the massive federal effort
that built higheays and backed mortgages

in suburbia, federal policies have helped
drain cities of their tax base and weakened
their economic foundations. Industrial
decline, along with insensitive federal
policies that hurt urban economies have
accelerated the problems of the cities.

So the federal government, as a partial
maker of the urban dilemma, has an inesca-
pable responsibility to be a full partner
in stabilizing urban economies and in
restoring the cities.

Put overemphasis on urging state and local
governments to follow the lead of the private
sector in a stragegic plan to compete with
other jurisdictions for industry locations,
while failing to closely examine the dis-
parities between the two sectors. For
example, industry operates from a variety

of geographic locations--corporations have
offices around the country--and has discre-
tion to move wherever it wishes on its own
terms but local and state governments cannot.

Suggest the need for mobility by the poor but
primarily rely on the private sector to link
the poor with jobs. This approach during the
recessionary times could create large numbers
of economic refugees. Based on the principle
of "voting with the feet", this concept of a
disciplining force in urban government be-
littles the serious consequences of such a
widespread practice for the municipal bond
markets and fiscal strategies for both cities
gaining citizens and losing citizens.
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NUL RECOMMENDATIONS:

As Americans too often do, we forget the lessons of history, not
just the failures but also the successes. History tells us that one of
the most humane successes that America ever carried out was the Marshall
Plan, a progressive policy to relieve the pain of war-ravaged Europe
after World War II. That now prosperous continent was hungry, without .
fuel and with devastated housing that left millions inadequately sheltered
and homeless. Its industries--now. exporting so heavily to the U.S.--were
.flat on their backs.

‘But the U.S. stepped in and for four years shipped a tremendous
amount of good%loverseas to help put Europe back on its feet. Dead
factories were brought to life, homeless people were sheltered and hungry
péople fed by a revived agricultural system.

It was a massive undertaking. Ten percent of the federal budget was
earmarked for Marshall Plan aid. 1In its first year, that aid took almost

three percent of our gross national product--the equivalent today woula
be about $100 billion. :

However, by the end of the four years, Europe was on the road to
recovery and now those nations' standards of living challenge ours.

The Marshall Plan was no act of charity. Policymakers of the time
knew that an economically dormant Europe would not be able to buy
United States goods and that the way to avoid a return to the pre-war
Depression was through pumping up their economy and that in turn would
keep our factories running full blast.

A decade after the Marshall Plan ended, the National Urban League's
past deceased President Whitney Young proposed a domestic Marshall Plan
for America's own poverty-ridden .areas. Had a domestic Marshall Plan
been adopted then, it is quite possible that we would have escaped many
of the urban problems that afflict us today. Instead, our cities have
further declined until today parts of the U.S., are as devastated as bombed
out Europe four decades ago. Pockets of abandoned buildings and deserted
areas in big cities are an outrage. And so too is the decline of

_ America's mid-western heartland.
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Could it be that this is the right time to-start thinking about
another Marshall Plan, a Marshall Plan for Americans based on local,
state and federal cooperation, which would reach out to the poor with
job training, offering them hope and a stake in a future which we should
begin to build today.

Theodore H. White, writing about the European Marshall Plan said;
"The conditidons that brought about the Marshall Plan could be described
metaphorically as that of a beached whale that has somehow been stranded
high beyond the normal tides and which if not rescued, will die, stink
and pollute everything around it. Europe was the whale and its carcass
could not be left by Americans to rot.”

Today I ask you whether we can anymore allow our cities to become
beached whales than we did devastated post-World War II Europe?

We should not graciously accept the notion that federal assistance
strategies that have concentrated on low-income and unemployed persons in
declining cities are stalling the inevitable, and should be terminated.

Indeed such a philosophy leads us to question the Administration's cou-
mitment to its own enterprise zone proposal, offered as an experiment
for bringing economic vitality to distressed urban areas. Although
the League has endorsed the concept as a creative approach, we clearly
believe that the most meaninéful consideration of this program is the
determination of whether it becomes a business assistance measure or

a job creation effort.

Obviously, the bill contains elements of both.ﬁ éﬁt if the plan is
to create enough jobs, then its business assistance components must be-
targeted at job-creating incentives. A final bill that tilts toward
labor-intensive companies and small businesses would cut urban unemploy-
ment. On the other hand, if the final bill induces capital-intensive
industries that are highly automated to move into the zones, without
accompanying job training programs, it would not end up creating ﬁahy
jobs for the people who need them most.

In the past, Congress has targeted ecénomic development programs
into broad aid programs covering both the affluent and the poor sections
of the community, with nobody aatting enough to make an impact.
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If enterprise zones are indeed approved by the Congress, they-should
bring with them resources for training, hbusing and social services
needed by the zone's residents to benefit from the program. Yet, even
then, enterprise zones as this country's sole federal urban initiative

_is untenable.

_ ‘Between 1976 and 1978, the National Urban League's Research Depaft—
ment conducted a comprehensive two-year study of effective economic and ~
ﬁob development strategies in inner city areas using Community Development
“Block Grant funds.. We found that some of the more effective strategies
fdr enhancing’ the economic opportunities for the disadvantaged in inner-

city areas included:

1) Attraction of industries that provide demand for the skill levels
of the unemployed and location of industrial parks in areas
accessible to workers in low-level jobs.

2) pProviding venture opportunity to minority businessmen through
industrial recycling and reuse and also providing city contracts
as a support base,

3) Involving community-based organizations in the planning and
development of commercial centers and industrial parks. e

4) Substantial capitalization and operating subsidies for minority
investment corporations.

5} Concentrated commercial revitalization in low-income and minority
neighborhoods.

6) Training for careers in growth industries and business education
for minority youth.

GENERAL RECOMMENDATIONS

The National Urbah League's 72-year history suggests that the present
proposal reflects unwise social policy and unproven economic policies.
. e we call on this Administration to develop a domesticAmarshail —
Plan reflective of the European experience, but encompassing
an array of local state and federal'cooperation.

e The Federal government must acknowledge its national responsi-
bility for a comprehensive urban policy that takes into account
the severe problems confronting the black urban poor.
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e A national urban policy must include—pérmanently authorized ~
employment and training program

e Governments on all levels must adopt a strong anti-displacement
policy to guard against dislocating the poor when designing and
implementing urban policies and programs.

e Necessary federal budget cuts should be made in areas other than
those that’are basic’survival programs for. the poor-such as in-
come maintenance, emnloymen&.and low-income housing,

® Equal Opportunity laws and reqgulations must be agressively en-
forced }n‘programs and policies of urban revitalization.

Recommendations in specific issue areas follow.
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EMPLOYMENT

Federal employment and training programs should be permanently
authorized; for FY 83, funding should be at least $5 billion.
At least 50 percent of funds should be used to serve youtﬁ'aged
16-24.

Community-based organizations of demonstrated effectiveness,
because of their sensitivity to the needs of the disadvantaged,
should be used in every aspect of service delivery--from coun-
seling to training, to job search--as well as policy formulation
activities.

Private industry, specifically small and mid-size businesses
where most of the nation's jobs are located, should be encouraged
through such inducements as tax incentives, wage subsidies, work
study, etc., to employ and train youth and individuals with
limited job skills.

It is -imperative that federal minority business programs be per-
ceived as economic programs and not as social welfare. To this
end, the federal government must improve its delivery of services .
to the minority business community: the 8(a) program should con-
tinue to provide minority enterprises the opportunity to parti-
cipate in government procurement activities; majority-owned and
operated enterprises should be encouraged to assist and use the
services of minority businesses.
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EDUCATION

Head Start should be funded to the level commensurate with the
need. Over the last 15 years, it has provided medical, dental,
nutritional, educational and social services to over 7.5 million
children with results that prove its worthiness and cost effectiveé=

ness.

Federal resources should continue to be targeted to provide
quality educational opportunities for the disadvantaged.

The corporate community should provide resources to assure the
expansion of alternative educational programs that have as their
major objective the improvement of the academic and non-academic
achievement levels of public school students.

Congress:should reject legislation to give tuition tax credits to
parents with children in private schools. The Administration's
bill, when fully implemented would cost the federal treasury $1.5
billion per year. 1If the nation can afford to lose that much in
revenue, the better option would be to increase appropriations
for educating the disadvantaged.

The federal role in education must be maintained.

For blacks, vocational education has been able to provide neither
substantive, nor sufficient opportunities. To rectify this sit-
uation, the League recommends that greater emphasis be placed on

the post-secondary level; that adequate funding be provided and
that more attention be paid to the entrepreneurial aspect.
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HOUSING - !

The urban policy of state govermments should be designed to
promote the development of existing localities and to dis-
courage metropolitan sprawl. States can do this in a number
of ways: (a) by refusing to finance further sewer, water, or
highway extensions, and (b) by requiring public service com- ~
missions to increase utility rates in those fringe areas which
are costly to serve.

Until this country has strengthened its fair housing law, reform
of administrative procedures, including the use of existing au-

thority for affirmative action, should include the development
of regional housing strategies.

Continued federal support in housing production for the poor is
needed.

HEALTH

The Administration should ensure that adequate resources are
available to support a major comprehenéive family planning
program.

Medicaid should remain a federal program and its benefits made
uniform among the states.

The Administration should encourage partnerships with community-
based organizations for the design and implementation of local
programs in community health education, physical fitness and
disease prevention.

Governments on all levels must be urged to reverse the trend of
closing inner-city hospitals.

PUBLIC ASSTISTANCE

Basic components of the NUL income maintenance proposal include:

A basic annual grant, or tax credit to all.
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e The grant would be taxed away from the affluent, while those
below a certain income would keep all or part of the grant.
This means that working people of modest incomes would get
the income assistance they need but for which they do not
qualify under the present system.

® Automatic payments through the tax system as a matter of right.
The elimination of means tests and coercive regulations would
do away with the stigma.

e Almost everyone would pay taxes at a flat rate. But because
everyone géts a tax credit and because all loopholes would be
closed, éhe tax system would be far more fair than the present
system.

CRIMINAL JUSTICE

e Alternatives to incarceration should be aggressively pursued
as a method of rehabilitation. These alternatives should have
a specific focus on education and skills that will increase the
individual's employability. Innovative sentencing designed to
make the victims whole or provide some community service needs
to be pursued.

e The policy of the federal government should be a complete ban
on the importation, manufacture, sale and possession of handguns
except for law enforcement officials, the armed forces, pistol

clubs that keep the guns on their premises and ‘authorized guards.

e Blacks must be employed at every level of the criminal justice
system, particularly at the policy making level.
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CONCLUSION

Overall, this nation cannot realistically afford a fragmented
urban policy based on piecemeal contributions from 50 states if we
are to compete in the global market, for the economic issues deal
with world-wide composition, not interstate competition. We should
not and must not adopt a horse-and-buggy urban philosophy for a space-
age society. Instead we have to insist on a socially progressive
urban policy, one that proposes to treat the problems rather than
relocate the victims. We have to insist on an urban policy that
provides training for those who want to learn; opportunity for those
who want to work and hope for those who are growing old before their
time.

Only then can we redo the portrait in words that John Langston
Gwaltney painted so vividly in his bocok Drylongso of a young woman
growing up in an urban housing project. In her words, he wrote:

"I have lived 16 bad years, but I am a good person. Because my
life has been hard, I am very tired. It isn't just being a good
person that has made me tired, but being any kind of person at all.
No matter how good most of the people I know live, their lives are
hard. A lot of people feel their lives will be short.”

Again I say to you, "What is the city but the people?" We cannot
as a nation appear to countenance the perpetuation of cities filled
with people who are filled with hopelessness.
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ATTACHMENT

From the NUL Research Department's Quarterly Report on the

social and economic conditions of black Americans in the first
quarter of 1982,

® In the first quarter of 1982, total unemployment in
the United States reached a post World War II high
of 9.5 percent or 10.3 million workers as calculated
by the U.S. Department of Labor. However, according
to therNational Urban League's Hidden Unemployment
Index, the true unemployment figures were 16.8 percent
with 19.3 million workers idle during that period.

e Nonwhite unemployment jumped to a record 4.5 million,
according to the NUL Hidden Unemployment Index, raising
the unofficial unemployment rate from 26.2 percent in the
last quarter of 1981 to 29.1 percent in the first quarter
of 1982, White unemployment increased from 12.8 percent
to 14.9 percent during the same period.

® According to the NUL Hidden Unemployment Index, 927,000
nonwhite teenagers were jobless in the first quarter of
1982--almost two and a half times the DOL jobless figure
of 365,000 unemployed nonwhite teenagers. Thus the actual
unemployment rate for nonwhite teenagers was 65.6 percent
which is the highest unemployment rate of all groups of
workers.,

® The number of unemployed nonwhite men reached 1,048,000
or 16 percent according to the NUL. This was the highest
jobless rate among all adult workers, followed by nonwhite
women whose joblessness reached 813,000 or 13.2.percent.

® Nonwhite married men who traditionally have the lowest
jobless rates among blacks, were severely impacted by
unemployment during the final quarter of 1981 and the
first quatter of 1982. The jobless rates during both

12-348 0 - 83 - 11
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these quarters were 8.9 percent and 10.2 percent respec-
tively, which were higher than the rates for all unemployed
persons, as reported by the Department of Labor.

® During the first quarter of 1982, unemployment among adult
nonwhite workers increased by 522,000 to 3.6 million (25.4
percent) while the number of unemployed white workers in-
creased by 1.9 million to 11.9 million (13 percent). Ac-
cording to the NUL, joblessness among both adult nonwhite
men and women increased to 15.8 percent and 13.2 percent
respectively.

NOTE: The numbers of rates of unemployment used are provided by
the Bureau of Labor Statistics (BLS) of the U.S. Department of
Labor (DOL). According to their definitions, only those people
are considered unemployed who did not work during the survey week
and who actively searched for work within the four week period
preceding the survey and who were available for work (except for
temporary illness) during that week. Those ready and willing to
work who had become discouraged by their inability to find a job
or who lacked the means to look, are not included. These numbers,
therefore, underestimate the true extent of unemployment.

The NUL unemployment numbers and rates seek to correct this
deficiency. Based on a formula developed by the Joint Economic
Committee of the U.S. Congress, both the "discouraged workers"
and those who work part-time for economic reasons are included.
For the number of "discouraged workers," we refer to those persons
not in the labor force who indicated that they "want a job now."
The figure for "discouraged workers" added to both the DOL labor
force total and to the number of unemployed is thus iincluded in
the totals for both the NUL civilian labor force and the DOL un-
employed. Part-time workers are already counted in the official
(DOL) labor force; thus they are added to the figures summed to
yield the NUL unemployed, only. Forty-six percent of those who
work part-time for economic reasons are included among the NUL
unemployed to represent the amount of employment lost by them.

Nonwhites include blacks and others (e.g., Orientals, American
Indians) but not Hispanics. Blacks include black only.
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Representative MrrcHELL. Gentleman, thank you very much for
very provocative and disturbing testimony. Mayor Young is an old
hand in front of these committees of the Congress and, Mr. Jacob, I
understand this is your first appearance before a congressional
committee. Based upon your eloquent -testimony, it’s clear that
you'll be before many committees many times in the future.

Mr. Jacos. Thank you.

A PERMANENT UNDERCLASS

Representative MrTcHELL. I wanted to indicate that we have Con-
gressman Bill Coyne from Pittsburgh who’s joined us. I'm delighted
that you have, and I saw Michigan Congressman Bob Traxler come
in to greet his friend Mayor Coleman Young.

The poor and especially blacks are concentrated in large central
cities, the declining industrial areas of the country. About 30 per-
cent of white families and 60 percent of black families are living in
poverty in our central cities. More and more, I hear the phrase
being used that this is the urban underclass, and more and more I
hear the phrase being used that suggests that unless something is
done there will be a permanent underclass in this Nation.

What are your thoughts about the possibility of that horrendous
development taking place, a nation as rich, prosperous, and power-
ful as ours permitting a permanent underclass to develop, if that’s
a possibility? Mayor Young.

Mayor YouNnG. Well, I think that that is a totally unacceptable
possibility and it addresses itself to urban policy and even to the
new federalism. If we accept as responsibility of the Federal Gov-
ernment a guaranteeing of certain rights of the people, a guaran-
teeing the welfare of the people and, indeed, guaranteeing pursuit
of happiness, I think that included in that pursuit would be at least
a right to a decent living and certainly a right to share equally in
economic benefits of this country.

Again, as I said earlier, we fought the Civil War about having
part of our citizenry enslaved. That was a subclass. That was an
underclass, the slave was, and it is now projected that economic
-conditions will produce a new underclass. I would say that this new .
underclass is just as unacceptable today as slavery was in 1860.

Representative MrrcHELL. Mr. Jacob.

Mr. Jacos. Thank you. Mr. Douglas Glasgow, a noted social sci-
entist and professor at the Howard School of Social Work, pub-
lished a book last year called “The Underclass,” and he defined it
as a group of people unwanted and perceived as being unneeded. I
think that what it reflects is a conscious decision on institutions in
our society to abandon a significant group of people in this country.

It is my judgment, Congressman, that we can do nothing other
than weaken the fiber of America by discarding so many worthy
people; that if America is to be strong internally as well as strong
externally, it cannot hope to be so with so many people being
unused in our society.

The theory about the underclass is that they would disappear.
The reality is that they are not going anyplace and that America
will have to deal with them in one fashion or another.
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1 think it would be wise for America to choose to use them con-
structively rather than to have them deal with destructively.

GENTRIFICATION

Representative MrTcHELL. Thank you. A number of cities and
mayors of various cities are striving mightily to prevent any fur-
ther deterioration of their cities. Some cities are using a tactic that
is known as gentrification or regentrification in an attempt to save
their cities. Those cities are making strenuous efforts to lure
whites, particularly the young, middle class, professional whites,
back into the cities.

The argument that these mayors raise is that we must bring
these people back in in order to provide a tax base for the city on
which it can grow and prosper.

It seems to me that there’s another inference here. It seems to
me that to the extent and degree that you press for gentrification
or regentrification—and I have no particular problem with it—it
seems to me inferentially you're saying to those who are possibly
the permanent underclass that there will be no change in your life
or you're saying to the majority of blacks and Hispanics who are
living in cities that there will not be sufficient upward mobility for
you to ever become a source of revenue for the city.

Could I get your thoughts on this approach to urban problems,
gentrification or regentrification?

Mayor Youna. I would say that we have that problem obviously
in Detroit. We have attempted to approach this from the point of
view of rebuilding our city. It is the central city. It is the oldest
section of the city. It's also the central city that historically has
been occupied by blacks and other minorities.

In some cases the central city has been rebuilt. Washington I
guess is a prime example of that and Philadelphia. There was a na-
tional TV program about it Sunday I believe with regard to Cincin-
nati.

We do not seek in Detroit to attract middleclass whites, young
or old, back into our city at the expense of the residents already in
the city. We are attempting to improve, to create new housing, to
rebuild housing, so that both black and white can remain—blacks
can remain and whites can come back into the central city and
that middle-class people can live alongside lower income people.

We believe this integration, both economically and racially of the
city is essential to a city’s continued economic and social stability.

if we were to allow the present gentrification to proceed to its
logical conclusion, we would find that the suburbs of today would
be the slums of tomorrow. As a matter of fact, that process has al-
ready begun where gentrification is in an advanced stage as in
Washington, as you no doubt very well know. The whites who move
in come from somewhere and generally I guess around here they
come from Maryland or Virginia, whatever your suburbs are, and
the blacks are being forced out of the ghetto or the central city into
the newly created slums. It’s a constant round robin with the poor
being the inheritor of that which is cast aside.

We attempt in Detroit and I think we’ve had some success with
it—we are attempting to rebuild a city along a democratic standard
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that would have room for all, and I think that we are inviting po-
larization and racial division, economic division, if we proceed with
the gentrification method. I think it has great, great danger in it.
And I also believe it’s a result, by the way, of past Federal policy,
and that is why the Federal Government having contributed so
much to the present condition of the cities cannot possibly justify a
new policy which says we will withdraw from any responsibility for
changing that situation. ,

Representative MrtcHELL. Mr. Jacob. :

Mr. Jacos. I would like to associate myself with Mayor Young’s
comments. I remember a couple years ago in Washington a study
was done on the disappearing people, people who lived in the inner
city and one day were there and the next day they were gone be-
cause of the influx of whites who had not moved into inner city
Washington.

The question was, What happened to those people? Prince
Georges County had made it impossible for them to relocate into
Prince Georges County any longer. They simply could not afford
Montgomery County and nearby Virginia. What was revealed was
that the people who had been displaced from inner-city Washing-
ton had been forced to double up with friends and relatives in
other areas in central Washington communities creating the kind
of social dynamite that can only be explosive and deterimental to
the moral fiber of this community. And I think that just like the
Federal Government created the suburbs, there is a strategy that
they can employ to save our cities. The strategy is not the one that
they are proposing with their housing policy. I submit to you that
that is exactly what will generate gentrification, one that does not
take into account increasing housing supply for poor people and
consciously making housing available for poor people.

We mentioned in our statement a domestic Marshall plan be-
cause the solution to the problem of making housing available for
people in the cities is to give them employment so that they can
work and pay for the housing. A housing policy for this Nation
that does not include the expenditure of moneys to deal with up-
grading the lives and abilities of people in the innmer city will
indeed create and resegregate America to the pre-1960 days, an
America that I am certain no one in his right mind would want to
return to.

Representative MrrcHELL. Thank you. I have one more question
but I want to make a comment first.

A MARSHALL PLAN

I think the Marshall plan when it was first offered was an excel-
lent idea. I still believe that such a plan represents the salvation
for our cities. I also am firmly convinced that given the attitudes of
the current administration and the prevalent attitudes in the Con-
gress, those attitudes I can best describe as a ledger psychosis—bal-
ance the budget and make sure the books are all in order—I would
not be optimistic about action on a Marshall plan unless there is
an enormous groundswell from the people for it.

My colleagues and I serve in this Congress every day. That which
has the highest priority is military spending, the creation of weap-
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ons of death and destruction. That which has the lowest priority it
seems to me is really our most precious asset, human beings. This
is a curious administration. It puts out little things and then says,
“Oh, we're sorry. We made a mistake.” It said something about
tampering with social security and then a furor developed and they
said, “Oh, no, social security is sacrosanct.” They put out another
little feeler in terms of tuition tax credits as a means of financing
private school education. You're familiar with the tuition tax credit
approach and a furor developed and they said, “Oh, no, we didn’t
realize what this meant.” Of course, they realized what they were
doing. They were testing. And then they withdrew it.

TUITION TAX CREDIT

I'm willing to wager that another attempt will be made by this
curious administration to push through a tuition tax credit plan.

What would be the impact of this kind of tuition tax credit on
the urban poor? Both of you in your testimony indicated that you
have dropouts, undereducation, faulty education for children in our
public schools, despite the best efforts of public school administra-
tors.

What, in your estimate, would be the impact of a tuition tax
credit on public schools with which you’re familiar?

Mayor Youna. I would say at this time to impose a tuition tax
credit or any other form of parochial aid on top of the withdraw-
al—the drastic cut in funds for education that has already taken
place as a result of action by this administration and the Congress,
would be adding insult to injury. It would certainly exacerbate an
already very serious problem. ‘

I think it goes to the problem Mr. Jacob mentioned in his state-
ment of the absolute necesssity of investment in our social, our
human infrastructure of providing the type of education and train-
ing for our people that that will be essential. It could be almost a
death blow to any chance for quality education, any chance for
quality education in our public school system. I say that because
the chance has already been gravely damaged by the cuts and lack
of support that has taken place up to this point both from a Feder-
al and from a State point of view, and in many, many cases by the
refusal of local taxpayers to the board of education. It seems to me
that some of these cases we've run into a know-nothing society in
which government at every level denies the responsibility for the
education of our young people and a lot of that leadership is
coming out of Washington and this would be another, in my opin-
ion, serious blow the public education.

I believe that any parochial aid at this juncture or any other
juncture would threaten public education as we know it.

Just one other point on that. As you know, we still have not set-
tled the question of the protest around discrimination in public
schools. Just recently here in Washington the issue of private
schools and of tax consideration being given to private schools was
very, very much alive. We all know that many of these private
schools came into being in the expectation of tax breaks which
they did receive from several of the States, which was another com-
mentary of States rights and New Federalism, and this is in con-
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junction with that same grand plan. You know, the more I talk
about it the worse it sounds. Mr. Jacob.

Mr. Jacos. We, too, are opposed to the tuition tax credit, Con-
gressman, for all of the reasons that the mayor has given. We be-
lieve that it would devastate the public school system at a time
that educational aid is being reduced. Also, I think what is most
damaging about it is that it sends a signal to America that the
Government and the Government leadership does indeed have no
faith in the public educational system and would therefore encour-
age an abandonment and a withdrawal from the public education
system. And that comes at a time when the Department of Defense
released a study that showed the performance of blacks and whites
and Hispanics on standardized tests. It showed the low perform-
ance and obviously they have misinterpreted what those figures
mean.

It seems to me what the data says is that, given the fact that we
have a population of people operating below level, it is an indict-
ment against public education and therefore government has a re-
sponsibility to make sure that public education is upgraded to the
point that we equalize the educational opportunities for all of our
peoglle. So we would oppose and we are opposed to the tuition tax
credit.

Representative MrrcHELL. Thank you. I'm delighted that Con-
gressman Crockett has joined us, a very able and effective Member
of Congress. Congressman Coyne, do you have questions at this
time? We'll bear in mind your timetables.

Representative CoyNe. Well, I would just like to commend both
Mayor Young and Mr. Jacob for their testimony and to congratu-
late particularly Mr. Jacob for his proposal about the Marshall
plan. I think in the environment that we operate in in Washington
today many people are reluctant to propose such a plan, but I
think it’s needed. I think that’s exactly what we have to do. I think
that without providing people an economic opportunity, a job, the
housing and the education and the other essentials that we need, a
good quality of life in this country will be absent; and as Congress-
man Mitchell pointed out so eloquently, it's not something that
might be advocated during this administration in the environment
that exists here today. But I would be derelict if I didn’t point out
that even during Democratic administrations many people would
not even propose such a thing and it’s so vitally needed and neces-
sary. I congratulate you for having the courage to come here and
propose it. I just would hope that the Congress of the United States
would have like courage and enact something like that. Thank you.

Representative MrrcHELL. Thank you. Congressman Crockett.

STATES RIGHTS

Representative CROCKETT. Thank you, Congressman Mitchell.

Yesterday morning I think we heard the testimony from Secre-
tary Pierce and I believe the question-and-answer period came
about after Mayor Young had departed the chamber.

I inquired of Secretary Pierce if he could distinguish between the
current administration’s New Federalism and what I grew up with
in the South and was referred to as States rights, and his answer
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was that the current administration would like to renew assur-
ances that in New Federalism there would be absolutely no dis-
crimination, and that was the basic difference.

I recall, however, that even during the so-called period of States
rights which according to Secretary Pierce was supposed to have
come to an end with the first Roosevelt administration around
1934-35, we still had the 13th, 14th, and 15th amendments in the
Constitution guaranteeing against discrimination.

So I would like for each of you gentlemen to address yourselves
to the question that is continuously raised among my constituents
in Detroit. What is the difference between New Federalism and
States rights?

Mr. JacoB. Congressman, I happen to believe that there is not a
difference, and I have said on the public record around this country
over the last 7 months that the New Federalism is just a new tight-
ening of the old States rights notion.

1, too, grew up in the South pre-1960 and I remember that States
rights meant separate drinking fountains, separate schools, and
separate and unequal lives, and I take no comfort in anyone who
would try to return us to that kind of a strategy to deal with the
needs of my constituency and of black people.

Mayor YounG. By way of information, this Congressman, Con-
gressman Crockett, is my Congressman. I live in the 13th District
of Detroit.

Representative MiTcHELL. You're blessed.

Mayor YouNG. I recognize that fact.

Representative Crockert. Thank you.

Mayor Young. I have heard the same question from the constitu-
ency that we share in Detroit and before you came in I had com-
mented that as far as I'm concerned I'm personally opposed to New
Federalism, period. I think it’s a mistake to get lost in the question
of whether or not certain responsibilities should not be transferred
from the Federal Government to the local or the State government.

In the first place, transfer of any responsibility from the Federal
Government to the State and local actually means a transfer to the
State inasmuch as everyone knows the city is a creature of the
State and has absolutely no rights at all except those rights grant-
ed by the State and just as easily taken away by the State. Any
city in America exists at the sufferance of the State government.

So you don’t do us any favor at all by saying I'm going to trans-
fer these responsibilities to you and the State and you sit down and
discuss -with the State who shall be responsible for and how they
shall be divided. As a matter of fact, I have no rights that the State
does not give me.

This was a question on which the Civil War was fought. I wasn’t
around then. I was, like the two gentlemen here, born in the South
but my father used the good judgment to get out of there before I
was old enough to know what was happening, but I do know that it
took Federal intervention to change the conditions that we all
know existed in the South, the discrimination, and so forth. It has
taken Federal intervention to deal with the question of discrimina-
tion in the schools which by the way has not been confined to the
South. In fact, the chief resistance to the Federal mandates along
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this order comes very often from the North and has not yet subsid-
ed

So anyone who indicates that at any time now and in the future
we can transfer responsibilities for the protection of human rights,
for the protection of minority rights, for the protection of women’s
rights to the States advocates a form of government which has
been repudiated in this country since the Articles of Confederation
were defeated in the Constitution and reaffirmed by the Civil War.

As I said, this question came up, States rights, which is New Fed-
eralism, in the Civil War, and I would accept the verdict of the
Civil War and do not see the necessity of reraising it now.

Representative CROCKETT. Of course, given the increased political
influence of the nonwhite vote in certain of our urban areas, it’s
possible that even under New Federalism we will not degenerate to
the status that minorities had to share in the pre-1935 period. I see
the mayor shaking his head. I think the 13th Congressional Dis-
trict in Detroit and the First Congressional District can insure that
there’s no discrimination as far as New Federalism in Michigan is
concerned, but I wonder what the score would be in places like my
home State of Florida or Georgia, Mississippi, or Alabama.

Mayor Young. Congressman, in my opinion, black folks might be
better off in Florida or Alabama simply because it’s a larger plural-
ity. In Alabama I believe that about 23 or 24 percent of the popula-
tion is black and in Mississippi it varies according to estimates but
it goes up to in excess of 40 percent. I would like to point out that
in no State in the Union do blacks constitute a majority or even
come close to a majority and the majority rule is what the Ameri-
can form of government is all about and rights are vested in States,
not in congressional districts, if you please, not even in cities. That
is why I view any shift right now the Federal Government has
direct relationships with the congressional districts or the cities.
The minorities within those areas where they exercise political con-
trol or influence can exercise influence. ’

Now you’re familiar with Lansing and Michigan, on a compara-
tive basis, is not a backward State, but I sure wouldn’t take De-
troit’s State and put it in the hands of the Michigan Legislature. I
served in that body 10 years and you can go to any State legisla-
ture in the country and find the same condition.

Mr. Jacos. I would agree that the States that I've looked at
most State legislatures are dominated by rural legislators and pro-
tectiveness of their communities has never allowed them to be sym-
pathetic or empathetic to urban communities.

I would also hasten to add that it creates another problem for
those of us who see our responsibilities as advocating the position
and the concerns of the poor and the disadvantaged. Now we have
the ability to come and petition one central government to deal
with the needs of our constituency. The New Federalism would
force us to have to go to 50 different governments and 50 different.
power blocs to deal with our basic constituency and I submit to you
that that is a problem for us and it is a problem for the private
sector which they have not recognized at this point because now
they can put lobbyists here in Washington to deal with regulatory
bodies. The New Iederalism will allow States to impose their own
regulations surrounding what they are doing. I submit to you that



164

it’s not in the best interest of our constituency and, equally as im-
portant, it is not in the best interest of the private sector.

Representative CROCKETT. Thank you, Congressman Mitchell.

Representative MITcHELL. Gentlemen, thank you both very
much. Let me just lay on your mind as you depart, in my opinion,
we are now at a juncture of a 10-year plan, a plan designed to end,
slow down, erode the gains of blacks, the poor, and Hispanics. It’s a
very well planned scenario. It began with a very simple little
phrase, “benign neglect,” and it was more than 10-years ago, and
they moved from benign neglect to Bakkeism. We’ve moved from
Bakkeism to outright antiaffirmative action, and then we’ve moved
from outright antiaffirmative action to outright hostility, and
that’s the battleground that we’re now confronting, and it’s going
to call on all of your energies, sagacity, courage, and wisdom to get
us back on track.

Thank you both very much. I hope you can make your plane con-
nection.

Just before we hear from our next panel, I'm going to ask that
this entire report “Urban Policy Issues,” which I had the pleasure
of being associated with through the Joint Economic Committee—
that this entire report be submitted for the record.!

I wanted to do that as of this time because a number of the pan-
elists from whom we will hear made singularly important contribu-
tions to that report.

I would also indicate for the members of the audience that there
are a few copies of this report available, in case you want it, and
you might see one of the staff to get it.

Our next panel will consist of Mr. Jaynes and Ms. Sawhill. We
are very pleased that you could be with us this morning. Isabel Saw-
hill is an economist at the Urban Institute. Mr. Jaynes is an asso-
ciate professor of economics at Yale University. I thank both of you
for takmg your time to come and give us testimony this morning. I
think we've received copies from both of you. I wouldn’t dare say
who would go first in this situation. I would lose on too many
counts. Why don’t you two decide?

STATEMENT OF ISABEL V. SAWHILL, ECONOMIST, THE URBAN
INSTITUTE, WASHINGTON, D.C.

Ms. SawHiLL. I appreciate the opportunity to be here, Congress-
man. I hope that the record will show that I am speaking as an
individual and not on behalf of any organization.

In the letter of invitation that I received, I was asked to address
particularly the issue of urban unemployment and the way in
which it affects youth in those areas.

Obviously, one factor, although not the only one, that is seriously
impacting on all urban residents right now is the overall state of
the economy. To see how this affects different types of urban areas,
I looked at the data for Houston and St. Louis—the examples that
HUD has used in its report of very divergent types of urban areas.

Between 1979 and 1980 when the overall unemployment rate
went up from 5.8 percent to 7.1 percent, in Houston the rate crept

1 The report referred to for the record may be found in committee files.
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up from 3.3 percent to 4.2 percent. In St. Louis it went up from 5.4
to 8.1 percent. So certain areas are clearly going to be more im-
pacted than others but this recession is having a devastating
impact on our urban areas.

We also know from research that youth, and especially minority
youth, unemployment rates are particularly sensitive to the state
of the economy, so that they are disproportionately impacted by a-
period of very high national unemployment such as we are experi-
encing now.

My view is that the labor market works very much like a queue.
In good times employers hire people toward the end of the queue
but in bad times they don’t. And when you ask who's at the end of
that queue it turns out to be the least skilled and the least job
ready labor market participants and those with the least contacts
for getting jobs. And this is disproportionately, again, minorities
and the poor. '

Not only does a bad economy restrict job opportunities in urban
areas, but through its effects on revenues at the State and local
level it forces these governments to curtail spending for social serv-
ices and other forms of assistance. I think that is especially true
now because we have had a number of years in which States and
localities have been passing their own forms of limitations on
spending and taxes, reducing their flexibility to respond to both the
recession and to the Federal cutbacks that are occurring now.

In the past, of course, the Federal Government would have re-
sponded during a period like this with various forms of countercy-
clical revenue sharing and jobs programs. These forms of assistance
currently appear to have been relegated to the Smithsonian. In
fact, the Federal Government and the Federal Reserve plan to take
no steps at all to counter the current recession and the administra-
tion’s own projections suggest unemployment will remain histori-
cally high for at least the next several years.

My own view is that the administration is quite correct to give
priority to economic recovery, but so far they haven’t achieved that
goal. The distinguished chairman of the Joint Economic Commit-
tee, Representative Reuss, has I think rightly suggested that we
need a more relaxed monetary policy. It is argued, of course, that
this will reignite inflation, but it’s not clear to me why, with an
unemployment rate of over 9 percent and capacity utilization rates
at around 70 percent.

Now, moving beyond the general problem of the economy, it’s
also clear that a lot of urban unemployment is structural; that is,
there’s a mismatch between the skills of the labor force residing in
those areas and the skills required by the jobs that are available.

Many central cities have been losing jobs, especially in manufac-
turing, but they have been losing population as well. So in a time
when the economy is healthy it’s not clear that the problem is so
much an inadequate supply of jobs as it is a poor match between
the jobs and the people.

In 1977, for example, the overall average unemployment rate in
all central cities in the country was 9.2 percent; for all suburban
areas it was 7.3 percent—for about a 2-percentage point difference.
I have looked at how much of that difference is attributable to the
different compositions of the populations in the two areas and have
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calculated that about 40 percent of that 2-percent differential was
due to the fact that cities have a higher proportion of youth, minor-
ities, and women than suburban areas do.

Next, what should we do about this kind of structural unemploy-
ment? In the past, we have attacked it from both the demand
side—that is, in terms of job creation programs—and the supply
side, in the form of training programs. These programs have had a
rather mixed record of success. What has characterized the better
programs?

First, where disadvantaged groups are concerned, I believe that
what has worked best is intensive and comprehensive remedial pro-
grams. The Job Corps is probably the best example here. It has
been cut in half recently and this is in spite of the fact that the
funds that are invested in Job Corps programs produce benefits in
the future which are greater than their initial costs.

I think a second characteristic of successful programs is local
leadership and involvement of either the private business sector or
community-based organizations of various kinds. I think that the
administration is correct to stress the importance of such involve-
ment.

However, I don’t think we should get carried away about what
the private sector can do all by itself for two reasons.

First of all, the private, nonprofit sector, which has been playing
an increasingly important role in delivering various services in
recent years, doesn’t have the resources to mount an effort on any-
thing like the scale required. )

In the case of the business or corporate sector, they clearly have
more resources but not necessarily the incentive to use them for
these purposes. It’s all very well to talk about corporate social re-
sponsibility but the first priority of any corporation has to be its
stockholders.

The reason, of course, that the Government got involved in fund-
ing employment and training programs in the first place is because
of these two reasons.

Finally, the administration believes that State and local govern-
ments will pick up what was heretofore a Federal role. Again, one
has to ask about their resources and their incentives for doing so.
I've already mentioned the difficulties that such governments are
facing now in terms of their fiscal capacity to respond. What about
the incentives? It’s true that there have been some efforts on the
part of States to use, for example, customized vocational education
programs as a way to attract business to their areas and the ad-
ministration cites this and other examples as an indication that
they will respond. But these programs which are used to attract
business into an area typically don’t serve very many disadvan-
taged people. If one is trying to attract business one does not want
to emphasize the fact that one is also trying to accomplish a social
purpose in the process. And, of course, as I-think Mr. Jacob pointed
out, no State or locality wants to became a haven for the chronical-
ly poor or hardcore unemployed. So, again, we have a problem of
what will be the incentives for the State and local government
sector as well as for the private sector to pick up some of the re-
sponsibilities that are being shed by the Federal Government.
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Finally, for your information, I'd like to point out that we esti-
mate that employment and training programs will be cut by about
63 percent between 1981 and 1983 if all the administration’s pro-
posals were accepted. The service level cuts would be even greater
})lecause the numbers I just gave you are not adjusted for the cost of

ving. :

Thank you. I will stop there and be glad to pursue anything fur-
ther that you'd like.

Representative MrrcHELL. Thank you. You have provoked a
number of questions and I will get to those questions after we’ve
heard from Mr. Jaynes. It’s very good to see you again, Mr. Jaynes.
Please proceed.

STATEMENT OF GERALD D. JAYNES, ASSOCIATE PROFESSOR OF
ECONOMICS AND AFRO-AMERICAN STUDIES, YALE UNIVERSITY

Mr. JaYNEs. Good morning. I was also asked to address myself to
unemployment problems.

Representative MrrcHELL. I think you need to pull your mike
closer and speak directly into it. We've had problems with the
mike ever since former Secretary of State Haig used this room.
Sometimes we have some difficulties with it.

Mr. JaynEs. Current high levels of urban unemployment may be
attributed to several causes. Most important are the current reces-
sion induced by discriminatory and cruel monetary policy which
ls{elaleks to cure a fever by prolonged strangulation of the patient’s

ees,

These policies connected with a fiscal policy with necessarily
high budget deficits contradicts the espoused objective of the mone-
tary restraint, severely aggravate the effects of a premeditated
policy of wringing inflation out upon the back of working people
and the poor.

Add to this the longer term problems of severe competition from
foreign firms whose lower price labor is causing a permanent re-
duction in U.S. manufacturing industries which in response are re-
locating and seeking to cut labor costs, and we have the two major
causes of unemployment which stem from factors affecting aggre-
gate demand.

With respect to the labor force itself, the primary problem as I
see it is the fact that a great proportion of the urban labor force in
particular is undereducated and ill-trained to make the transition
to decent paying jobs in the growing high technology and service
sectors of the economy. This ill-trained labor force will be a con-
tinuing social cost for the American people for many years unless
some appropriate responses are made.

With respect to these important problems of providing a social
environment conducive to the growth of decent employment oppor-
tunities, the National Urban Policy Report of 1982 embraces three
areas. The first is an undaunted optimism in the ability of the eco-
nomic recovery program of 1981 to stimulate overall economic
growth and well-being.

Second, in regard to the problems of urban communities in par-
ticular, the report places special emphasis upon the proposed cre-
ation of urban enterprise zones to alleviate the chronic unemploy-
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ment problems of distressed inner cities. This second program is a
manifestation of the general policy of promoting more responsibili-
ty upon the private and public sectors of local jurisdictions under a
more decentralized Federal Government termed in the report, “fed-
eralism.” . )

In regard to the first two programs my skepticism of their suc-
cess was made a matter of public record last year. There it was pre-
dicted that “the combination of expansive tax policy, increased mil-
itary spending, and restrictive monetary policy” would result in
larger budget deficits, continuing high interest rates with no im-
provement in aggregate business investment, and an increase in
unemployment which would impact disproportionately upon black
and hispanic urban workers.

At this date I see no events which would lead me to alter my rec-
ommendations of last year. At that time it was stated:

Any attempt to avoid this outcome would have to acknowledge the contradictory
nature of these budget, tax and restrictive monetary policies. If the purpose of the
Administration’s program is to reduce inflation through increases in investment,
then a better policy mix would be a stable non-contractionary monetary policy com-
bined with an altered, but tight fiscal policy. A stable monetary policy would lower
interest rates and provide sufficient credit for capacity expansion. Moderate mone-
tary growth combined with reserve controls on near monies and alternate credit
sources should be sufficient for the economy’s credit needs without arousing undue
fear of renewed double-digit inflation.

A better way to apply fiscal stimulus to investment would be to shift most of the
tax cut to business in the form of targeted tax relief. Tax cuts could be aimed at
those sectors which look promising in terms of growth and employment. Such a
policy would have to be combined with a national economic policy to identify the
sectors and industries that would best benefit from these kinds of cuts in light of an
overall plan for American reindustrialization.

Finally, the budget policies of the administration must be revised so as to avoid
the harsch distributional consequences for poor and lower middle class families.
Among other things, this will require substantial cuts in military spending, and the
development of alternative public employment and job training programs. is,
combined with a gradualist monetary policy and investment stimulus, should raise
employment and income levels among the urban poor and lower middle classes.

The vital issue with respect to the role of urban enterprise zones
is concerned with their role in the entire urban policy of the Feder-
al Government. If, as previous analysis indicates, the probable suc-
cess of the program would be the creation of a limited number of
low-paying jobs with little future; the fact that the stated urban
policy contains no urban program specifically designed to revitalize
older cites, it is questionable how productive for minorities a pro-
gram will be that is designed to prop up certain sections of those
cities, making it temporarily less attractive to relocate.

The answer depends upon the extent to which urban enterprise
zones are proposed to be used as substitutes or complements for al-
ternative programs. If the policy of attempting to stimulate the
growth of jobs by development of small business in urban poverty
pockets is seen as one aspect of an integrated program to bring sig-
nificant change in the social condition of the urban poor, it should
be welcome. But if this policy is construed as a comprehensive pro-
gram, it will fail drastically to make any meaningful change in the
lives of unemployed or underemployed individuals who live in
urban areas.

The above conclusion relates closely to what I preceive as a seri-
ous error in the specific philosophy embraced by the administra-
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tion’s concept of federalism. That concept of federalism is clearly
predicated upon the presumption that all governmental decisions
should be made and financed by the smallest governmental unit
with jurisdiction over those citizens who will receive the benefits of
the decisions. For certain very simple governmental or collective
undertakings, such as potholes in local streets, a reasonable but
not necessarily compelling argument for this position can be made.
But many collective decisions simply should not be made under
this rule.

Since Americans are not only in principle mobile but have
historically proven themselves to be so, certain collective decisions
invariably impact upon the Nation as a whole with respect to the
distribution of benefits and costs they generate. Although there
exist many examples, two of the most important are of special con-
cern here. Policies concerned with education, job training, and em-
ployment generally should allow considerable local decisionmaking
to allow for certain regional differences, but cannot be isolated
from the national public concern. -

The President’s National Urban Policy Report expressly defines
the “responsibility for the education and training of local work
forces” to be the sole province of State and local governments to
“determine the quality and responsiveness of public education to
the needs of prospective employees and employers.” While there is
some legitimacy in this policy, and neglecting at this time impor-
tant considerations of possible regional inequities in the delivery of
education and training to various groups, the tremendous national
costs of such a policy is surely attested to by the continuing legacy
of having allowed the education and training opportunities deliv-
ered to our black population to be dictated by the pathetically low
requirements of cotton and tobacco agriculture.

One of the first priorities of a strong American economy is the
qualitative improvement of the education of the urban poor. This
issue is important for all Americans and not just the urban poor.
Current discussions of economic policy focus most attention upon
business tax incentives to increase investment in plant and capital
equipment arguing that this will also provide an impetus to overall
growth and employment. The discussion above was intended to
convey the idea that while this policy is correct as far as it goes, it
is an incomplete picture of our economic problems. Investment in
human capital skills is an area that requires stimulation just as
much as physical capital.

What can Federal policy do to stimulate private sector invest-
ment in worker skills that will be equitably distributed so that the
poor are benefited? Most of the investments that firms make in
employees endow them with general skills that can be transferred
to other employers. It is a well-known fact among economists that
worker training that creates general skills involves extra-market
costs to firms that reduce the overall investment level they will un-
dertake below the socially optimal amount.

Our society does not consider a policy of leaving general educa-
tional training to the individual profit motives of the private sector
and it is beyond me why we should do so when it comes to more
specific vocational training. Private sector firms that have or could
institute training programs would be providing a social service if
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these programs were expanded and the public should be willing to
underwrite part of the costs.

Indeed in a society that subsidizes college education and is con-
sidering tuition tax credits for precollege schools, such a policy
would not only be wise but equitable.

In my prepared statement I have offered a couple of alternative
training programs and in fact work study programs which could
complement an attempt to revitalize students contact, and in fact
prolonged contact or incentives to stay in school, and to do the best
job that is possible for them to do as individuals while there. I
think I should stop at this point and I could elaborate upon that if
it is so desired.

[The prepared statement of Mr. Jaynes follows:]
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PREPARED STATEMENT OF GERALD D. JAYNES

With respect to the important problem of providing a social environment
conducive to the growth of decent employment opportunities, the President's

National Urban Policy Report 1982 embraces three areas. The first is an un-

daunted optimism in the ability of the Economic Recovery Program of 1981 to

stimulate overall economic growth and well-being. Secondly, in regards to the
problems of urban communities in particular, the Report places special emphasis
upon the proposed creation of urban enterprise zones to alleviate the chronic
unemployment problems of distressed inner-cities. This second program is a
manifestation of the general policy of promoting more responsibility upon the
piivate and public sectors of local jurisdictions under a more decentralized
federal government termed in the Report, federalism.

In regard to the first two programs my skepticism of their success was
made a matter of public record last yeat.* There it was predicted that "the
combination of expansionary tax policy, increased military spending and re-

strictive monetary policy” would result in larger budget deficits, continuing

high interest rates with no improvement in aggregate business investment, and
an increase in unemployment which would impact disproportionately upon black
and Hispanic urban workers.

At this date I see no events which would lead me to alter my recommenda-

tions of last year. At that time it was stated;

Any attempt to avoid this outcome would have to acknowledge
the contradictory nature of these budget, tax and restrictive
monetary policies. If the purpose of the Administration's pro-
gram is to reduce inflation through increases in investmeat,
then a better policy mix would be a stable non-contractionary
monetary policy combined with an altered, but tight fiscal
policy. A stable monetary policy would lower interest rates
and provide sufficient credit for capacity expansion. Moder-
ate monetary growth combined with reserve controls on near
monies and alternate credit sources should be sufficient for
the economy's credit needs without arousing undue fear of re-
newed double-digit inflation.

*
Urban Policy Issues (Washington, D.C., 1981), prepared for U.S. Department of
Housing and Urban Development, pp. 49-63. Authors Gerald Jaynes and Glenn C.
Loury.
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In order to forestall any possibility of a new burst of
inflation, the Administration and Congress should restructure
the tax cuts enacted in August. At present, the cuts, which
take effect July 1, 1982, direct 80% of tax relief towards in-
dividuals. While this policy is consistent with the Adminis-
tration's overall belief that investment is low due to a short-
age of investment finance, experience indicates that only be-
tween seven and eight percent of the tax cut will be saved,
Hence, most of the cuts will go into consumption, raising ag-
gregate demand and possibly raising interest rates and infla-
tion in an era of restrictive monetary policy.

A better way to apply fiscal stimulus to investment would be
to shift most of the tax cut to business in the form of targeted
tax relief, Tax cuts could be aimed at those sectors which look
promising in terms of growth and employment. Such a policy would
have to be combined with a national economic policy to identify
the sectors and industries that would best benefit from these
kinds of cuts in light of an overall plan for American reindus-
trialization.

Finally, the budget policies of the Administration wmust be
revised so as to avoid the harsh distributional consequences
for poor and lower middle class families. Among other things,
this will require substantial cuts in military spending, and
the development of alternative public employment and job train-
ing programs. This, combined with a gradualist monetary policy
and investment stimulus, should raise employment and income
levels among the urban poor and lower middle classes.

11

The vital issue with respect to the role of urban enterprise zones is
concerned with their role in the entire urban policy of the federal government,
If as previous analysis indicates, the probable success of the program would
be the creation of a limited number of low-paying jobs with little future; the
fact that the stated urban policy contains no urban program specifically de-
signed to revitalize older cities, it is questionable how productive for minor-
ities a program will be that is designed to prop up certain sections of those
cities, making it temporarily less attractive to relocate. The answer depends
upon the extent to which urban enterprise zones are proposed to be used as sub-
stitutes or complements for alternative programs. If the policy of attempting
to stimulate the growth of jobs by development of small business in urban pov-
erty pockets is seen as one aspect of an integrated program to bring signifi-
cant change in the social condition of the urban poor, it should be welcome.

But if this policy is construed as a comprehensive program, it will fail
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drastically to make any meaningful change in the lives of tnemployed or under-
employed individuals who live in urban areas.

The above conclusion relates closely to what I perceive as a serious
error in the specific philosophy embraced by the Administration's concept of
federalism. That concept of federalism is clearly predicated upon the presump-
tion that all governmental decisions should be made and financed by the small-
est governmental unit with jurisdiction over those citizens who will receive
the benefits of the decisions. While for certain very simple governmental or
collective undertakings, such as potholes in local streets, a reasonable, but
not necessarily compelling, argument for this position can be made many collec-
tive decisions simply should not be made under this rule. Since Americans are
not only in principle mobile, but have historically proven themselves to be s0,
certain collective decisions invariably impact upon the nation as a whole with
respect to the distribution of benefits and costs they generate. Although
there exist many examples two of the most important are of special concern here.
Policies concerned with education, job-training, and employment generally,
should allow considerable local decision-making to allow for certain regional
differences, but cannot be isolated from the national public concern.

The President's National Urban Policy Report expressly defines the

"responsibility for the education and training of local work forces" to be the
sole province of state and local govermnments to "determine the quality and
responsiveness of public education to the needs of prospective employees and
employers.” [pp. 2.21 and 4.28]. While there is some legitimacy in this pol-
icy, and neglecting at this time important considerations of possible regional
inequities in the delivery of education and training to various groups, the
tremendous national costs of such a policy is surely attested to by the con-
tinuing legacy of having allowed the education and training opportunities de-
livered to our black population to be dictated by the pathetically low require-
ments of cotton and tobacco agriculture.

One of the first priorities of a strong American economy is the quali-
tative improvement of the education of the urban poor. This issue is important
for all Americans and not just the urban poor. Current discussions of economic
policy focus most attention upon business tax incentives to increase investment
in plant and capital equipment arguing that this will also provide an impetus
to overall growth and employment. The discussion above was intended to convey
the idea that while this policy 1s correct as far as it goes, it is an incom~

plete picture of our economic problems. Investment in human capital skills is
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an area that requires Stimulation just as much as physical capital.

What can Federal policy do to stimulate private sector investment in
worker skills that will be equitably distributed so that the poor are benefit-
ted? Most of the investments that firms make in employees endow them with gen-
eral skills that can be transferred to other employers. It is a well-known
fact among economists that worker training that creates general skills involves
extra-market costs to firms that reduce the overall investment level they will
undertake below the socially optimal amount. Our soclety does not consider a
policy of leaving general educational training to the individual profit motives
of the private sector and it is beyond us why we should do so when it comes to
more specific vocational training. Private sector firms that have or could in-
stitute training programs would be providing a social service if these programs
were expanded and the public should be willing to underwrite part of the costs.

It is generally agreed that far too great a proportion of Federal funds
and services are directed towards short-term countercyclical public works pro-
jects that have proven ineffective as a means of improving the career prospects
of program participants. There also seems to be a consensus that any changes

in governmental policies towards the urban unemployed should:

1. 1Involve the private sector; and
2, Provide training and skill development that is in demand in the

private sector.
I would like to suggest that future urban policy also meet two additional

criterion:

3. It is imperative to recognize that the urban poor population, have
very different individual needs and should therefore be presénted
with different programs and alternatives.

4, Participation in programs should be truly voluntary in the sense that
individuals have a choice of programs they might enter on a self-
selection basis with appropriate incentives to foster self-help.

Program for increased Skill Investment in the Labor Force: An Industrial Train-
ing Scholarship Program
i, Eligible workers would be provided with vouchers that guaranteed

the employer a wage subsidy for some stipulated length of time.



ii.

iii,

iv.
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To economize upon bureaucratic red tape the subsidy could be
taken as a tax write-off for the firm and/or a reduction in the
employer's payment of social security tax.

Special tax reductions on capital investment outlays could be
provided for firms that provide training to unskilled workers.
Training vouchers should be awarded to individual workers on a
competitive basis, ensuring that appropriately designated disad-
vantaged workers get a fair share of participation by stipulating
eligibility requirements for participants. The competitive ap-
proach would guarantee that Federal funds were not being wasted
by giving scholarships to individuals who may be totally unpre-
pared to succeed in the competitive private sector. It makes no
sense to expect the individuals who are in effect functionally
illiterate to be aided in this way. The existence of a compet-
itive scholarship program would also provide incentives for those
members of the urban labor force who are willing to invest in
themselves to seek educational improvement in order to gain a
scholarship. As a result the program would not be filled with
people who were there only because they had to be, and this would
guarantee success., It would be important that schblarship re-
cipients be allowed to take their voucher to any firm in the
United States providing appropriate training. This mobility
would allow workers to relocate to areas where jobs are expanding
most rapidly. Under this program scholarship recipients would to
some degree be able to choose the type of employment and training
they received. Employers would have incentives to provide jobs
and training in areas that are in demand by the private sector.
It is important to restrict scholarships to men and women beyond
secondary school age so that the program does not interfere with
schooling decisions, but provides reinforcement to do well in
school. To economize on costs certain requirements might be made
such as making holders of vouchers ineligible for unemployment
insurance for some specified length of time, This would also help
to select prospective applicants who are not really serious about
making the effort to upgrade themselves. In general, the benefits
of this kind of program would far outweigh its costs. The in-

creased supply of skilled workers would:
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a. 1increase the productive capacity of the country by implement-
ing the increased capital investments induced by tax incen-
tives in that sphere;

b. serve to alleviate inflationary pressures on wages in the
labor market; and

c. provide new hope and incentives for urban youth to stay in
school and work hard,

The importance of awarding these scholarships on a competitive basis
cannot be overstressed., Competition will aid in allocating scarce resources
efficiently. Just as importantly a competitive selection system will provide
information to private industry that scholarship recipients are capable indi-
viduals and this will avoid the attachment of stigma to the program. We em-
phasize that this program should not be restricted to the urban poor. The
market failure caused by underinvestment in worker skills is an economy-wide
problem and our society should move to correct it. Care must however, be taken
to insure that the urban poor and minorities in particular receive a fair share
of the scholarships. This requires the adoption of a feasible procedure for af-
firmative action policies.

With teenage unemployment currently approaching staggering proportions,

it is extremely disappointing that the Urban Policy Report makes no special pro-

visions for this important social problem other than the hope that an urban
jobs and enterprise zone program will solve the problem, Such optimism is un-
warranted given the epidemic rates of unemployment among urban teenagers. But
even worse, the program is short-sighted, because it does not attack the more
basic problem of providing incentives for poor urban teenagers to remain in
school and perform to the best of their abilities while there.

One method of providing incentives for youths to remain in school is to
involve the schools in student employment activities either directly through a
special type of public sector employment and/or indirectly by validating private
sector student employment. Consider the public sector approach first. For
the last decade or so Federal funds have been channelled through local govern-
ments during short periods such as summer employment programs. Suppose that
similar funds were channelled through: (a) local school systems upon a con—
tinuing basis throughout the year, Eligibility for student work participation
should be tied to: (b) enrollment in school upon a continuing basis.

Other eligibility requirements such as satisfactory school performance

should be examined before a detailed proposal is made. For example, we do not
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want to limit jobs to only outstanding students, but job eligibility might re-
quire satisfactory educational progress similar to eligibility requirements for
participation in athletics. Students could work as tutors, library aids, cler-
ical staff, and in other service capacities., There is much room for creativity
in designing useful jobs and this end of the program might best be done by
local school parent groups. This is not intended to include programs that al-
locate students to private firms for part of the school day where they do menial
tasks, developing neither educational nor job skills. We are against programs
that give up on our youth by taking them out of school under the rubric of vo-
cational training that often fails to train.

If these jobs are channelled through the school systems they will not
compete with private sector jobs and this allows us to address an important
budgetary problem. If teenagers are willing to work for less than the minimum
wage there is no reason why school packaged employment programs should be con-
strained to pay that wage. If students are willing to work for two dollars an
hour, let them do so. With a given budget more jobs of longer duration and a
more equitable distribution of income could be achieved. If it proved infeasi~
ble to pay sub-minimum wages, the available jobs could be expanded by specific
limits upon the maximum number of hours worked. The entire cost of the program
could be kept within limits by allowing local governments to designate school
districts which must qualify based upon criteria similar to those in the UJEZ
proposal. A small experimental program might be the best way to introduce and
test this idea.

Another method of introducing a sub-minimum wage for teenagers while
maintaining the student status would be to make satisfactory performance in
school an eligibility requirement for all teenagers seeking employment under
the program. Suppose again that the social security tax were eliminated for
all qualified members of this age group. To be qualified a teenager would have
to be issued a card by his school., Eligibility requirements could be constructed
along the lines discussed in the school-public sector program above. Teenagers
need not participate, but the reduced social security tax would both increase
take-home pay and reduce the cost to the employer. Thus not only would eligible
teenagers make more money when employed, they would have a greater chance of
finding a job. 1t cannot be doubted that this would provide a stimulus for re-
waining in school and performing scholastically in order to receive an employ-
ment card. Graduates from secondary school could remain eligible for a period

of time, say until the age of 21,
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COSTS OF TRANSFER PAYMENTS

Representative MiTcHELL. Thank you very much for, as usual, a
very cogent and compelling statement.

1 will address questions to both of you, if I may. We've got more
than 10 million people unemployed in this country, more than 10
million, and that number is going to increase. Even if through
divine intervention or divine providence the present national Re-
publican program should get into high gear, miraculously, next
week, we would still have a lag period before any impact was feit
on unemployment and the rate would go up. I predict that it’s
going to get to 10 percent at a minimum.

While we face this situation, the Reagan administration, with
the cooperation of the Congress, is terminating programs. For ex-
ample, the CETA program will be terminated in 1982 and other
programs are slated to go. This is in the name of fiscal responsibili-
ty, reducing the budget deficit, and so forth.

My question to both of you is, Do you have any idea as to wheth-
er or not money saved by eliminating these programs will be great-
er than or less than the amount of money that the Government
will have to spend in transfer programs? Up to this point I don’t
think this Nation has reached the kind of mentality where it’s
going to see people hungry or out in the street with no shelter.
We're going to institute and continue transfer payments, AFDC
and unemployment compensation benefits, and so forth. Do either
of you have any idea as to the costs? Do we save more by eliminat-
ing these programs as compared with the cost in terms of transfer
payments? Do either of you have thoughts on this?

Ms. SawniLL. I can’t give you any specific estimates but. certamly
there are some offsets to the cost savings of the sort that you're
talking about and I think, more broadly, the issue is the extent to
which dependency generally will be increased.

You asked earlier about whether we are developing some sort of
underclass. I'm not sure what that term means, but one definition
might be people who don’t have much attachment at all to the
labor market. And clearly many of the programs that are being cut
back were precisely the kinds of programs that were designed to
move people out of the state of dependency and to cut back on
those programs does seem to be a rather shortsighted policy.

PRIVATE SECTOR JOB TRAINING

Representative MrrcHELL. Both of you have mentioned the pri-
vate sector in your statements. I want to focus in a little more
sharply on the role of job training by the private sector. You both
have touched on that. You have indicated that without the suffi-
ciency of incentives it’s not going to be done. The private sector has
to satisfy its stockholders. In your statements you suggested some
involvement of the private sector.

I guess my specific question is, In the opinions of both of you,
what percent—and I hate to use that word—but what percent of
job training could be accomplished in the private sector to actually
meet existing manpower needs? I say what percent because I just
don’t think the private sector can ever do it all. There’s no doubt in
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my mind about that. But it certainly has a more substantial role to
play than it has played. Am I making my question clear?

Mr. JAynEs. I would think that the primary problem is not so
much asking what percent of actual training is going to take place
in the private sector versus the public sector, but, rather, what will
be the involvement of the private sector in the training that might
take place irrespective of where it emanates from. So if the public
sector undertakes to do the 95, 99, 20, whatever percent of the
actual training that actually takes place, if we are not going to be
moving toward an economy where the public sector is ultimately
going to be providing career job opportunities for a large percent-
age of the population beyond the sorts of jobs which are now of-
fered in the public sector, then those individuals would have to be
taken into the private sector and we can’t expect that to happen
unless the training is tailored to the desires of the private sector.
And the only way I could see that happening would be for the pri-
vate sector to be involved at the planning stage and during the
monitoring stage of the programs. :

So, in that sense, I think it’s not the percentage of actual people
who may be in a given plant or in a given office being actually
trained by the private sector.

Ms. SawHILL. I would simply add that by far the greatest propor-
tion of training right now is being conducted in the private sector.

The question is, when you're talking about people who have var-
ious kinds of labor market handicaps that go beyond simple voca-
tional skills, it then becomes I think difficult for the private sector
to do the job, and that’s why I mentioned a program like the Job
Corps as being particularly appropriate for working on a number of
fronts to make people more job ready. :

I think once they're job ready in the sense of having the basic
education skills and the work attitudes and so forth that employers
seem to want, then the specific vocational training is better deliv-
ered at least in the private sector.

The other thing that I wanted to mention is that an enormous
amount of training is going on in the military and that is one area
where the budget is increasing and I think a creative scheme might
involve seeing how to mesh that fact with some of the training
needs of our youth.

BLOCK GRANTS

Representative MircHELL. Of course, you know I'd have some
concerns about that. I think there is excellent training being done
in the military, but talk about landing the Marines in Lebanon and
other places sort of frightens me and I'd be very wary of any kind
of mixing of that sort.

The population growth of minorities is not decreasing at the
same rate as that of the overall population and therefore we would
expect to see a larger percentage of minorities in the most trouble-
some age bracket, 16 through 21, in the future. There is a shift of
catfggoi'lical programs back to the States, block grant programs and
so forth.

In the opinion of both of you, what specific steps should we take
to insure that this high unemployment group is not ignored in the
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implementation of these block grant programs? Do you have any
ideas on that? How can we almost guarantee that there’s going to
be targeting?

Mr. JAayNEs. If the funds being transferred from the Federal Gov-
ernment to the States are truly block grants, as I understand,
means that money is given under very broad categories for the
States to do with as they please, I fail to see how any kind of con-
trols of the nature that you’re asking for could be underwritten.
So, in fact, I guess what I'm saying is that there can’t be just block
grants.

There has to be some expenditure, some flow back to local areas
which are targeted to needs which are nationally considered to be
in some sense more important or at least of more immediate impor-
tance to the country.

Representative MitcHELL. Do you have any ideas on that, Ms.
Sawhill? o

Ms. SAwHILL. I don’t think I could add to that.

Representative MrrcHELL. That’s my big concern with the block
grants. Throughout yesterday’s hearing and today’s we've heard
testimony relative to who controls State legislatures, who has the
greatest impact. State legislative bodies have historically been an-
tiurban, and I'm desperately groping for some means by which we
can make sure that those who really need the programs are going
to get them. :

Mr. JAYNES. I'd like to add something to that. It’s not merely the
problems of antiurbanism on the part of rural dominated State leg-
islatures. In the testimony of the earlier panel, individuals were
noting the particular problems that they had had growing up in
Southern States. What I'd like to add is, having grown up in a
Northern State and in fact then worked in what is predominantly
a rural area where lots of corn is grown, if you were to go to my
horilletown which is a very small place of about 16,000 people
with——

Representative MrTcHELL. I missed your hometown.

Mr. JAYNES. Streeter, Ill., which is about 90 miles southwest of
Chicago. If you were to go there and see the minority population,
you would find every single problem on a smaller scale that you
“would find if you were to go to the Southside or Westside of Chica-
go or to the South Bronx or to the fifth ward in Houston, Tex. And
those problems for the last 30 years when most of the minority
population started to come into that town have not been addressed
by the people in the town or the State legislature either. So I think
it’s a much deeper problem than just urban bias.

Representative MrrcHELL. Well, I certainly didn’t mean to indi-
cate that that was the sole and exclusive problem area.

Congressman Coyne.

PRIVATE SECTOR INITIATIVES

Representative CoyNe. Thank you, Congressman Mitchell.

Ms. Sawhill, you indicated that the private sector is carrying out
the bulk of the training today as a result of many of the cutbacks
at the Government level. I wonder if you could elaborate some on
what those initiatives are.
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Ms. SAwHILL. I really meant to imply that the private sector has
always been involved in the bulk of the training in this country be-
cause there’s so much on-the-job training that goes on and it’s very
hard to separate when someone is being trained on the job and
when they’re actually doing the job. The estimates of that are very
crude, but they certainly would indicate that that’s where most of
it is going on.

I think that there have probably been some initiatives in addi-
tion that have been taken just recently in response to the cutbacks.
I'm not terribly familiar with them although there has been a book
put out recently by the American Enterprise Institute which has a
whole chapter in it that does nothing but list these kinds of initia-
tives and mentions the efforts of Control Data Corp., for example,
which I see that Bill Norris will be testifying here, and their pro-
grams have been enormously creative and quite successful as far as
I can detect. -

But most of these programs are quite small, quite isolated. T Jjust
don’t think we should jump to the conclusion that because there’s
some innovative ideas in the private sector and because the private
sector knows how to deliver the training even if it’s not paying for
it, that they are necessarily going to solve the problem.

JOB CORPS

Representative CoyNE. Thank you. You also pointed out about
the Job Corps being an example of a public inititative that has
been very successful. Would you hold the Job Corps system out as
the most successful Government job training program?

Ms. SAwHILL. For disadvantaged youth, yes.

Representative CoyNE. Thank you.

Representative MrrcHELL. Thank you both. I have 12 more ques-
tions and I'm not going to put them to you now. Is it all right if I
send them to you and would you respond to them?

Mr. JAYNES. Sure.

Ms. SawsiLL. Thank you. .

lepresentative MrrcHELL. Thank you very much for being here
with us.

Now we will come to our last panel, Mr. Ronald Edmonds, profes-
sor of education, Michigan State University; Deborah Jackson, a
deputy area manager at ABT; Phillip Clay, assistant director, MIT-
Harvard Joint Center for Urban Studies; and Mr. George Sternlieb,
who just made it under the wire. We were beginning to get worried
about you.

I think we have received prepared statements from as least three
of the witnesses and if those persons so desire they can summarize,
making the high points in the statement, which would benefit us in
terms of time. Mr. Edmonds, would you lead off, please?

STATEMENT OF RONALD R. EDMONDS, PROFESSOR OF EDUCA-
TION, MICHIGAN STATE UNIVERSITY, EAST LANSING, MICH.

Mr. Epmonbs. Certainly, Congressman. I am one of those who
have submitted a prepared statement and so I will summarize in
the interest of time.
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Representative MrrcHELL. Without objection, all four prepared
statements will be submitted in their entirety for the record.

Mr. EpmonDs. My purpose is twofold. First, some general re-
marks as to urban education at this moment, but second, a particu-
lar discussion of education in light of two interesting bodies of in-
formation. I refer to the final, most recent version of the Presi-
dent’s National Urban Policy Report for 1982 and then to the prob-
able effect of that policy on urban education in light of recently
completed federally funded studies of the role of State government
in educational policy together with a federally funded analysis of
the aggregate effect of all federally funded education programs.

It’s interesting that those two federally funded studies became
recently available. They offer a very substantive, nonspeculative
basis for being able to predict the virtually unavoidable conse-
quences of the President’s National Urban Policy Report in light of
what these two studies tell us about the history of State govern-
ments in the United States in relationship to education together
with an analysis of the effect of all federally funded programs that
have been in existance since at least the middle of the 1960’s.

I need not invest any time at all in describing the critical nature
of urban education. Since there’s some modest reference to it in the
prepared statement I won’t remark on that at all. I will say, how-
ever, I did undertake in the prepared statement to point out some-
thing else. The urban record in public education is not uniformly
bleak. That’s a very important observation. '

The bright spot in this area derives from two interesting develop-
ments over the last several years. One is we now know that the
cumulative effect of title I and all of the other federally funded
programs have been incredibly productive with respect to what the
President’s policy calls special needs children. That is, since the
middle of the 1960’s, the Federal Government has been responsible
for an unprecedented initiative on behalf of children who have not
traditionally either substantially participated in or profited from
the American experiment in mass education. These special needs
children are defined as children who are of color, from low-income
families, handicapped, of limited English-speaking capacity, and
otherwise disadvantaged in ways that make these children function
at the margin of our society.

The summary point to ge made here is that both the quantit
and quality of education that has been made available to such chil-
dren represents a gain in the distribution of education in the last
15 years to a portion of the American school age population virtu-
ally untouched by the American public school in the previous 150
years. So that’s one bright spot. Title I and its companion programs
‘work, obviously not uniformly well, but work in cumulative and ag-
gregate ways that are absolutely unprecedented in the history of
the United States. v .

The second bright spot in this discourse is that in the last 10
years there has grown into existence a body of educational re-
search literature called school effects which I describe in my pre-
pared statement. This research has demonstrated over the last 10
years that there exists right now a very significant number of city
schools throughout the United States in which the distribution of
achievement is virtually independent of the distribution of social
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class. I am one of the researchers that have contributed to this
work and I mention briefly some of the others in my prepared
statement. What our work has shown is that we have been able to
identify over the last 10 years public, nonexperimental city schools
in which astronomical proportions of the black children demon-
strated achievement and astronomical proportions of the low-
income children demonstrated achievement and that this effect can
be detected even when these schools are uniformly inner city, low
income, minority. In other words, despite the accuracy of the obser-
vation that urban education is in crisis, it is still possible to point
out that that doesn’t have to be so. Since we have been able to both
identify and describe city schools in which instructional effective-
ness is distributed on a virtually uniform basis, it has allowed us to
conclude that public schools as they presently exist have the finan-
cial capacity, the public policy capacity, the instructional capacity,
to deliver demonstrable levels of academic achievement to virtually
any portion of the pupil population to whom attention is paid.

There is some discussion in the paper of the characteristics that
distinguish those schools from the rest and obviously that’s impor-
tant. The point is that while I'll have to join in the summary obser-
vation that urban education is relatively speaking a bleak circum-
stance, I do not have to join in the observation that it is uniformly
so. It is important to point out that the existence of the schools to
which I refer do give us the opportunity to describe with consider-
able specificity the conditions under which we can demonstrate the
educability of school age children in the United States even if those
children are going to a school that is a part of the depressed urban
environment and even if those children are going to a school that
is predominantly low income and predominantly minority.

Now the general context of that information is to put the ques-
tion of what will be the effect of the President’s urban policy on
urban education in general and, most especially, on the record of
accomplishment I describe with respect to title I and other federal-
ly funded programs, as well as the effect of that policy on the ini-
tiatives now getting underway throughout the United States to ex-
ploit what my colleagues and I have been reporting in the research
litﬁrafure as the characteristics of instructionally effective urban
schools. :

With respect to the general question of the effect of the Presi-
dent’s policy, I ground these few remarks in the following two doc-
uments paid for by Federal funds, both of which were recently pub-
lished by the Rand Corp. which as you know is often under con-
tract to do this kind of analysis for the Federal Government.

The two particular documents to which I refer which are cited in
the paper are “Educational Policy and the Role of the States”
which is an analysis of the attention of State legislatures and State
government to education in general and to education for special
needs children in particular.

The second study, also by the Rand Corp., “The Aggregate Ef-
fects of Federal Education Programs” is a critique of the influence
of all federally funded education programs in existence since the
middle of the sixties. It is not only an analysis of the individual ef-
fects of those programs on the children that are eligible for the
service; it is also an analysis of the extent to which the programs
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in their interaction with each other influence achievement for the
kinds of children under discussion.

Finally, then, in terms of setting the stage for the few conclu-
sions that I will offer in this matter is the following: The Presi-
dent’s policy with respect to education is grounded in two impor-
tant premises as to the nature of Government. No. 1, the Presi-
dent’s policy is grounded in a commitment to the idea that educa-
tion in the cities will work best as Federal participation diminishes
and disappears. That is, the prospects for urban education are
likely to be greatest under circumstances investing in the State
government the greatest authority with respect to educational
issues of public policy and a comparable authority with respect to
local educational officials.

That is an unprecedented restoration of virtually unfettered local
control if you regard the Federal participation in education of the
last 15 years as having diminished local control. This local control
issue is a critical part of the President’s urban policy.

The second critical part is the belief that the principal instru-
ment of deliverance for the cities in general and urban education
in particular is a flourishing economy. Thus, if the economy
thrives, then not only will a thriving economy benefit the general
welfare such an economy will in particular benefit those children I
referred to and who are referred to in the President’s policy as spe-
cial needs children.

All of this introductory data allows me to end this summary by
saying there is absolutely no substantive, factual, historical basis
for reaching such a conclusion for the following reasons: Our analy-
sis of the role of State government in education establishes two
facts incontestably. No. 1, State governments, whether with respect
to the legislature or with respect to the executive, do not historical-
ly pay much attention to education in general.

gecond, they pay no attention at all to children who are referred
to as special needs. There is no reason on the basis of the historical
record and neither is there any reason on the basis of present prac-
tice to predict that any increase, However modest, in State preroga-
tives with respect to education will accrue one bit to the benefit of
precisely those children that have profited most from Federal par-
ticipation in public education in the United States over the last 15
years. In fact, what the record shows is that in financial terms, in
public policy terms, in legislative terms, and otherwise, the whole
of the U.S. educational investment in children who function at the
margin of our society derives from Federal initiative. In its ab-
sence, there is nothing in the basis of the present record or the
past record to indicate that the State governments will do anything
other than to revert to their preference to pretend either that such
children do not exist or if they are attended to to dismiss themr on
the grounds that after all, since they constitute such a minority,
that there is no real reason to attend to them.

Congressman Mitchell, I suspect that you understand as well as I
do that the fundamental explanation of the failure of State govern-
ments in the United States to attend to children of special needs is
because they are politically impotent. Local and State government
is the most direct manifestation of majority politics in the United
States and I applaud that. I do not hesitate to endorse the idea that
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local control of education is a virtue and that the general welfare
profits from the dispersal of educational authority.

Special needs children are the exception to that phenomenon.
The interests of special needs children are not served by the poli-
tics of the States of the United States. Neither are the needs of spe-
cial children served by the local politics of the municipalities and
school districts that describe the distribution of educational author-
ity in the United States.

The urban policy proposed by the President will, if enacted in its
proposal to give to State and local government untrammeled au-
thority will not only interrupt the progress that has been made for
these children in the last 15 years, it will preclude the possibility of
even protecting the modest services presently available to such
children.

The final issue on which I want to remark, has to do with the
policy’s focus on a thriving national economy as the premier in-
strument of urban revitalization and a healthy public school
system in particular.

It isn’t that we don’t know what it's like for such children when
the economy does thrive. After all, most of the time the American
economy is relatively healthy and most of the time employment is
a good deal higher than it is now and most of the time local and
State governments have many more discretionary resources at
their disposal than is presently the case. _

Since we know a great deal about these matters, it permits us to
ask the question, when the economy does thrive, to what extent
does the public treasure accure to the benefit of special needs chil-
dren? The answer is, it doesn’t. There is no reason to believe that
the combination of what is called the New Federalism and the com-
bination of a revived economy will accrue to the benefit of these
marginal children. Such a prediction either derives from a gro-
tesque distortion of the record, a profound ignorance of the history
of these matters, or a very callous indifference to the fact that
when the economy is at its best State and local decisionmakers do
not divert resources thus generated on behalf of those children who
I hope are the focus of a good deal of this discussion.

While in general I can endorse the notion that there is some in-
trinsic virtue in local control, I can only endorse that idea in dis-
cussions of the general welfare because under conditions of the
general welfare the American political system has been shown to
adequately protect the interests of the preponderance of our
people. But the history of these matters makes it amply clear that
if the rights and the needs of children not represented by powerful
political interests are left to the tender mercies of the distribution
of political authority these children will be compelled to revert to
their former position which was one of neglect and abuse and a
deniall (fo them of the most fundamental things to which they are
entitled.

So I am, in sum, appalled at the implications of this policy and
that distress on my part derives primarily from what present prac-
tice with respect to economics and government allows us to observe
as well as the fact that the history of these matters ought to cause
all Americans to be extremely angry and outraged at the idea that
having demonstrated the educability of children who are handi-
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capped and the educability of children who are minority and the
educability of children who are low income, that we would now
move in a direction that will undo the extraordinary gains that I
think have been made over the last 15 years. Thank you.

[The prepared statement of Mr. Edmonds follows:]
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PREPARED STATEMENT OF RoNALD R. EDMONDS

It is my purpose to briefly explore the nature of American urban
education in light of two bodies of information: '"The President's
National Urban Policy Report - 1982", and a number of research and
evaluation studies that fix on policy and program issues discussed in
the President's Report. ‘

Urban education is in crisis. That of course comes as no surprise
and is easily illustrated by the observation that the high school drop-
out rate among low income stu&ents stands dangerously near 50%. That
dangerous condition derives in large part from a cumulative academic
deficit that describes most low income students beginning at about grade
| 42:'The deficit accelerates over time and by the years of early
éﬂélescence persuades many low income students that they have no realistic
ﬁrbépects for satisfactory high school achievement.

I could of course go on with this grim recitation but it may be
well to pause and note that the ‘American experiment in mass education,
whatever its failures, may be the most successful in recorded history.
Among the mass societies of the modern world the United States is
unrivaled in both the quality and quantity of schooling available to
its school age children.

It is thus necessary to note that while American education does
not equitably serve "special needs" children it serves more such
children better than any nation of comparable size and demographic
complexity.

My summary point is that while there is much that should be done

in the name of educational equity we know what is needed to obtain what

12-348 0 - 83 - 13
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is wanted.

Now comes the question will the President's urban policy advance
the educational gains obtained in the last quarter century especially
for those children who are handicapped of color and from low income
families.

The President's urban policy derives from certain important
premises regarding government and its role in the lives of its citizens.
Chief among those premises is the belief that the federal government
should sharply redﬁce its participation in education. Of equal
importance is the belief that a healthy economy is the single most
important prerequisite to the revitalization of the American city. The
policy thus derives from the vision that as the national economy improves
local and state policy makers would become increasingly free to exclusively
determine the form and direction of the public schools under their
control. -

I join with all other Americans in the hope that our economy will
flourish. I also join in the general approval of local control of
education. There are however important cautions to be noted on behalf
of special needs children..

First even if the economy should flourish there is no basis for
believing that the treasure thus generated will profit disadvantaged
children. The Rand Corporation recently bublished federally funded

studies of Educational Policy and the Role of the States and The

Aggregate Effects of Federal Education Programs. These two studies

describe the probable ﬁolicy consequences of the President's focus on
the economy and local control as the basis for advancing the educational

interests of special needs children. The state governments of the
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United States have never expressed a great interest in education in
general and education for special needs children in particular. Even
when their economies have flourished the states have never invested in
the educational future of special needs children. There is thus no
reason to believe that the politics of local and state government will
protect or advance the interests of special needs children.

For example the President's policy proposes to reduce federal
regulations governing local expenditure of federal funds in compensatory
education. Local educators have historically complained about the
burden of such regulations. In addition to the virtue of reduced paper
work in federally funded education programs the lack of regulation
could permit a more cohesive local approach to programs of instruction
for special needs children. On the basis of the studies cited above
there is no reason to believe that the absence of federal regulation
will accrue to the benefit of special needs children, The evidence of
present and past educator practice establishes that left to their
own devices local and state educators will use their renewed discretion
to ignore the educational interests of special needs children.

State and local educational policy derives from the politics of
local and state governments. Such politics do not respond' to the
interests of those children whose spokespersons are not powerful
parties to the politics of local and state government. Thus the
diminution of federal regulation will be inequitable unless it reserves
sufficient regulation to protect the interests of childrenserved least
well by the politics of local and state government.

The historical record does not justify the President's proposal

to depend on the economy and local control to advance the educational
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interests of special needs children.

Since the middle of the 1960's special needs children have enjoyed
an unprecedented advance in the quantity and quality of their schooling.
The federal contribution to this phenomenon has been far greater than
the federal funds invested in public schooling. The principal federal
role has been to compel local and state policy makers to attend to a
group of children to whom they had historically been indifferent. Title
I is illustrative.

One of the unheralded accomnliéhments of Title I is the extent to which
its funds have been focused on those intended by the Congress to be its
beneficiaries.

The discussion that follows is intended to illustrate certain
particular changes that could enhance the gains already made by Title
I. The.diécuﬁsion is al§o intended to illu;t:ate.thé necessity for

~continued federal regulationvof Title I funds;: Titlé I aid:per pupil
is‘approximatelyvfive times asgiea;-in low income school districts as
in high income school districts, In fact, among the poorest school
districts Title I support has approximated 30% of the total district
budget even though Title I is less than 5% of the national K-12 educational
expenditure. Excepting only that the Title I per pupil allocation has
been tied to state average per pupil expenditure Title I funds have
gone to the most needy and in the greatest amounts to those districts
that have the greaiest concentrations of low income children. The
Title I allocation has been greatest for those cities whose states
include high per pupil expenditure suburban school districts. This is
so because the Title I district allocation rose and fell as a function

of average statewide per pupil expenditure.
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Despite these fluctuations in Title I's.per pupil allocation it
is still true that fitle I serves only 66% of eligible students. The
Congressional allocation has never been sufficient to serve 100% of the
eligible students.

Eiigibility begins with pupil family income as measured by a
weighted formula that combines family AFDC eligibility and free lunch
eligibility. These data determine the amount of Title I monies that are
sent to a school. After the funas arrive at the school, their in-school
distribution depends on levels of pupil achievement. Only pupils well
below the district achievement norm are served by Title I funds.
Modification of this limit could lead to much greater Title I efficacy
since, at present, students least likely to be served by Title I are
often precisely those students most likely to profit from being served
by Title I. Low income children whose achievement is only slightly
below the acceptable norm are denied Title I service, although such
children if served would be most likely to rise to and above the norm.
In the absence of any program of educational treatment, children who
were marginal in their early years of schooling slip farther and farther
behind eventually becoming eligible for Title I. By the time such
eligibility occurs these students describe some of the most difficult
and intractable instructional problems faced by compensatory education
instructional strategies. .

Longitudinal evaluative Title I data consistently demonstrate fhe
instructional efficacy of Title I when three conditions obtain.

First, Title I programs are most likely to be effective in the early
grades. Second, Title I programs are most likely to be effective when

carefully organized and well admihistered. Finally, Title I programs
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are most likely to be effective when they do not use 'pull out' and
substitute in class, whole group, supplementary instructional services.

Furthermore, children participating in Title I programs that meet
these three conditions tend to consistently show math and reading gains
of at least one month for each month in the program. Children showing
these gains do not lose them over the summer.

In sum, Title I is an instructionally effective program for eligible
and needful children when organized and administered appropriately. Most
instructional activities supported by Title I are consistent with
prevailing practice in school districts throughout the United States.
Title I is neither especially inventive nor is it experimental. Achieve-
ment variations across programs tends far more to be a function of
organization aﬁd.ﬁdﬁiQi;tration than differences in program materials or
instructional strategy. ‘

The President has already begun a reduction in Title I fundine that
will exacerbate the educational problems that derive from our failure
to serve all children who are Title I eligible. This is also an instance
in which increased local control will diminish the frequency with which
Title I programs reflect the conditions under which Title I works best.

Instead of moving to deny more children access to Title I opportunities,
the Congress should be planning how to make it an even greater instrument
of educational improvement. A first step in this_would be to alter the
Title I funding formula so that per pupil Title I support does not rise
and fall as a function of average statewide per pupil expenditure. As
things now stand, poor children attending school in states with low
per pupil expenditure are doubly penalized. First such children are

penalized because statewide suppbrt for their schooling is below national
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norms. They are next penalized by the failure of Title I support to rise
to levels that describe support for their peers in other states. Since all
other financial aspects of Title I have a predistributive effect that favors
poor children it seems needlessly contradictory to have the statewide
average per pupil expenditure partially undo other deliberate financial
effects of Title I.

Next, Congress should alter Title I eligibility to remove family
income and social class as relevant variables in assessing pupil eligibility.
Title I's major limitation as an instrument of instructional reform derives
from the use of family characteristics as major determinants of pupil
eligibility.

This preoccupation with family background derives from, and reinforces,
the "familial effects" analysis of the interaction between pupil
performance and family background. ;uch énalysis'céééiQdés'tﬁai how well
children do in school depend§ prinéipally on the na;ﬁfe of the familylfrom
which children come. Consistent with such analysis ﬁost Title I compensatory
programs concentrate on altering children in ways that will teach them ‘
to learn in conformity to the school's perferred way to teach.

The limitation of this approach is its failure to alter the school
environment against the possibility that pupil performance depends more
on the character of the school than on the nature of the family. For
so long as Title I derives from family background, Title I programs must
imply that pupil disability derives from some familial limitation as
contrasted to a school's inadequacy. Title I eligibility is a critical
ingredient in this syndrome. Much better simply to make pupil progress
as measured by standardized achievement tests the sole criterion for

eligibility. Members of the House of Representatives proposed

>
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consideration of such a change as long ago as 1974 but NIE has consistently
argued that the absence of a national testing program makes this proposal
impractical.

However, since Title I would be strengthened by abandoning
family background eligibility criteria, it makes sense to accept a
state by state testing program. This is an instance in which a federal
requirement for a state program would advance the local interest as
well as the federal interest. The ideal basis for evaluating pupil
achievement is a criterion based standardized measure of pupil
performance. Some states already have such a testing program. Where
they exist these programs are especially useful in evaluating the
achievement of special needs students. Federal encouragement of this
kind of testing would reinforce the federal focus on the children that
are the focus of this discussion. The costs of such a testing program
whether borne by state or federal government, are not dramatic. The
change in Title I allocations would not be great but special needs
children would be certain beneficiaries.

Further reform of Title I requires the guarantee that disparate
instructional activities not consistent with the school's summary
purposes not be introduced., Title I programs should conform to the
school's mission, and should remain subject to the administrative and
instructional pérsonnel in the school. The effectiveness of administrative
instructional-leadership is a fundamental ingredient in séhool success and
Title I programs should reinforce and reflect such leadership.

Finally, there is the irony in the Title I situation that
academic progress for. low-income children can jeopardize a
district's allocation. All Title I legislation together with its

<
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administrative rules and regulations should be reviewed to permit Title
I support for improving students to continue for at least two years
following the initial year of improvement. Clearly such changes ‘would
have to be accompanied by funding formulae that did not prompt districts
to support greviously deficient students while ignoring those of slight
or marginal deficiency.

The most efficient way to solve this problem is to fund Title I
at a level that would support service for 100% of Title I eligible
students. A reduction in Title I funding will exaggerate the problem
of failure to serve students who, with only modest service, could meet
and exceed national standards of skills mastery.

The summary points of this discussion of Title I are as follows.
Title I, despite its limitations, has been responsible for unprecedented
academic gains for special needs children. Reducing its funding
jeopardizes precisely those children for whom public education is the
last best hope. The reduced funding for Title I exacerbates historic °
difficulties that have characterized the program. Diminished federal
regulation of the program will also jeopardize its effectiveness unless
specific safegaurds remain on behalf of Title I eligible children.

Title I illustrates the role of a particular program in advancing
the equity interests of special needs children. The bodv of educational
research known as school effects illustrates more general educational
conditions under which the equity interests of special needs children
are advanced. School effects researchers have both identified and
described city schools in which dramatic proportions of low income
children demonstrate satisfactory achievement.

I remarked earlier on a familial effects analysis of the origin of
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achievement. That was a reference to those educational researchers who
have concluded that pupil achievement derives primarily from the nature
of the family from which pupils come.

School effects researchers offer the alternative conclusion tﬂat pupil
achievement derives primarily from the nature of the school to which
children go. Educational researchers like Weber, Madden, Brookover and
Lezotte have conducted studies that identify schools in which high
proportions of students of all social classes demonstrate academic
mastery. These are important studies partly because they describe
aspects of urban education that are the basis for cautious optimism
regarding the future of public schools in American cities. I want now
through reference to my own work to illuminate the proposition that
under certain conditions pupil aéquisition of basic school skills can
be made independent of pupil family background.

My colleagues and I at Harvard began in 1974 a research pfojebt
that collected income;—social class and family background data on
children in elementary and intermediate schools in a number of urban
districts throughout the United States. We followed our collection of
income and social class data by collecting achievement data for the
same children especially for grades three through seven. We analyzed
the data in search of schools that had gone far toward abolishing the
relationship between pupil achievement and family background. Such a
school had to deliver basic school skills to the full range of its pupil
population.

Our analysis of school effectiveness followed two steps. We first
used our data on social class to assign each student to one of five

social class subsets. Once having established, with great specificity,
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how many children in each grade were poor, middle class, and so on
across the five social class subsets, we used our data on achievement
to a#alyze the interaction between pupil achievement and pupil social
class. By this means we found a nunber of elementary and intermediate
schoois that were academically effective with the full range of their
pupil population.

Having identified these schools we set about to determine what else
distinguished them from less successful schools. We maintained sufficient
controls to be certain that if we did identify institutional differences
it would_be those institutional characteristies that accounted for the
variation in achievement from school to school. There was, then,
insufficient variation in the character of the pupil populations, the
neighborhoéds, or the circumstances under which the schools functioned
:td explﬁin away dramatic achievemeﬁt differences. Next, we paired the
effective'schools with ineffective schools and assigned observers to each

-of the pairs. The observers recorded various aspects of school life,

with written instruments we designed for that purpose and then sent

the data to us at the university. We then analyzed the descriptions of
school life to see whether any set of characteristics consistently described
the effective schools as contrasted to the ineffective schools. We
concluded that five institutional-characteristics consistently obtained

in the effective schools and were absent in wholeor in part in the
ineffective schools. .

Those five characteristics are: the style of leadership in the building;
the instructional emphasis in the building; the climate of the school;
the implied expectations derived from the teacher's behavior in the

classroom; and finally the presence, use, and response to standardized
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instruments for measuring pupil progress. Schools that have those five
characteristics all together and all at once consistently represented
the popﬁlation of effective schools.

These five characteristics are much more than research findings.
They are in fact the basis of an instructional reform agenda that has
been the guiding principle of New York City's "School Improvement Project."
In its effort to translate educational research findings into day-by-day
professional educator behavior, the Project has pioneered a new pedagogical
context for the implementation of Title I imperatives. Together they
present a formidable force for school improvement. The research, the
know-how, and the funds are essential.

Our work was guided by three premises. First, that all the children
in the New York City public'schools are educable. Premise two is that the
educability of the children derives far more from the nature of the school
to which they are sent than from the nature of the family from which they
come. The third and perhaps most important premise is that pupil
acquisition of basic schgol skills is not determined by family background.
It is the school response to family background that determines pupil
performance.

Two points should be emphasized here. First, these references to
pupil performance refer to math and reading skills as measured by pupil
performance on standardized achievement tests. Such tests are of
course only a basis for evaluating a school's minimum obligation. The
focus on measurable minimums is mérely meant to assert that school
effectiveness precedes educational excellence. A second major point
to be emphasized is that effective schools are not necessarily

characterized by identical levels of achievement for the social class



199

subsets that describe most urban schools.

My standard of effectiveness merely requires that the proportion of
poor children obtaining minimum mastery approximate the proportion of
middle class children obtaining minimum mastery. As a group middle
class childrenmay still outperform poor children as a group but no
significant proportion of either group in an effective school will
fail to obtain the prerequisites to successful access to the next level
of schooling.

Evaluation of existing school practices was basic to the School
Improvement Project. School liaisons were trained and assigned to the
schools that are participating in the School Improvement Project. Their
job is to guide the administrative and'instructional personnel of the
schools through an evaluation of the school's relative strehgth and
weakness with respect to each.of the characteristics to which I
referred. The outcome of that examinaiion is what we call the NeedsA
Assessment Document. The documents have been prepared primarily by the
liaison people but in close collaboration with a representative group
who have been convened in each participating school.

. Each document talks with some specificity about the relative
strength and weakness of the instructional leadership in the building,
the relative strength and weakness of the instructional emphasis of the
5uilding, the relative strength and weakness of the climate of the building
and so on through all of the characteristics. These documents ate then
used as a basis for making decisions about what kind of technical assis-
tance would bring the school the characteristics we wanted it to have.
Bear in mind that the premise from which all this proceeds is that any

school that has obtained the five characteristics all at once would begin
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to show improvement in skills acquisition for precisely that portion
of the pupil population that ordinarily profits least from the way we
approach teaching and learning in city schools.

For example, if the needs assessment shows the principal in the
building is found wanting in some aspect of instructional leadership
then the question is put 'what might be done that would improve that
principal's skills in the exercise of instructional leadership?" One of
our very firm conclusions is that the principal of the school has to be
the person to whom the instructional personnel look for instructional
leadership. We know that one of the measures of instructional leadership
is that the principal has to visit classes, systematically observe, and
respond to the observations. Therefore, if we discover that the principal

f_§b}dqmvd9és‘that, we would respond by assigning a person to work with the

:fbfi;cipal t; feach what he or she might need to know in order to be a

”f;ophisticatea énd consistent evaluator of teacher performance in the
classroom. If the needs assessment shows that the teachers are insecure
about their use of achievement data, we might assign to the school a
professor of measurement and say that we want the teachers to participate
in seminars on interpreting assessment data or evaluating achievement out-
comes. Or we might assign a curriculum person because we want teachers
better trained in how one uses achievement data as a basis for program
design and so on.

The point<I'm trying to make is that this process of intervention
does not alter per pupil expenditure, does not add in any permanent way
to the resources with which the school works, does not reduce class size,
and does not add to the repertoire of services tﬁat the school has to

offer. The project merely sets out to help the school people see that
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there are ways to make better use of the resources already in the school.
The results have been both dramatic and unambiguous. Pupil performance
on citywide, nationally normed, standardized tests of math and reading
have dramatically improved each school year since 1978. The 1982 spring
tests showed an aggregate performance in the New York City Public Schools
in excess of national norms.
There are programs like the School Improvement Project now underway
in numerous urban school systems throughout the country. Although
different in their designs all such programs point to an increasing
willingness of urban educators to assume responsibility for greater
achievement for special needs children.' These programs are all relatively
new but they are a bright spot in the general discourse on urban education.
These programs are likely to be jeopardized by certain aspects of
the President's urban policy. Educator interest in special needs
students derives primarily from the federal focus on such students. The
President's policy represents a dramatic decline in that focus. Title
I funds remain the principal local investment in low income children
and the federal funds have the effect of attracting local funds for such
children. The President's policy will diminish both federal funds and
local funds and their role in programs of school improvement. Federal
éolicies and regulations require more local attention to special needs
"children than either state policy or local policy. The President's
poliéy will permit state and local officials to virtually ignore special
needs children and the history of these matters predicts that they will
do precisely that,
I have not up to now mentioned the President's initiatives regarding

tax support for private schools. That public policy posture reinforces
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the extent to which the urban policy under discussion will neither
protect nor advance the interests of those children who have been the
focus of my'discussion.

The President's National Urban Policy Report for 1982 may offer a
reasonable basis for contemplating matters of the General Welfare in
the urban environment. I have felt compelled to focus on the extent
to which the policy will not advance the particular welfare of those
children who live at the margins of our social order.

We know now the means by which we can advance the educational
interests of all of our children. I hope therefore that this discussion
may focus some attention on the need to adapt all our policies to the

‘equity interest of all our children.

Representative MITCHELL. That was an excellent statement. Ms.
Jackson.

STATEMENT OF DEBORAH C. JACKSON, DEPUTY AREA MANAGER,
HEALTH AND INCOME SECURITY RESEARCH AREA, ABT ASSO-
CIATES, CAMBRIDGE, MASS. '

- Ms. JacksoN. Thank you, Congressman Mitchell, I'm Deborah
Jackson. I'm a deputy director of the Health and Income Security
Research Area at ABT Associates and I'm very pleased that I have
an opportunity to be here and comment on the health status of the
urban poor.

The purpose of my presentation today is fourfold. First, I would
like to document the progress that we have made over the past few
decades in achieving social parity with respect to health status but
to illustrate the gap that remains to be closed.

Second, I would like to document the importance that public pro-
grams have played in closing the gap that we have today.

Third, I would like to illustrate the importance of pursuing na-
tional cost containment strategies with respect to health care.

And finally, I would like to comment on some of the initiatives
that are proposed by this administration to cite the ways in which
they threaten to erode the progress we've made to date and to offer
some suggestions for the kinds of incentives that we might want to
build into our health care system that will not necessarily erode all
this progress that we have made. . ’

Americans today are healthier than at any other time in our his-
tory. As Mr. Edmonds has discussed with respect to education, we
have in this area made great strides. There is no doubt that we
have improved our knowledge about and our behavior toward the
factors that affect our health status. We have greatly improved
medical technology and ways to detect and treat disease. We have
greatly improved the access of all people in this country to receiv-
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ing health care. The benefits, however, have not been shared equal-
ly by all social and economic groups in this country.

Despite what many observers would choose to believe, there re-
mains a great disparity between the health status of the poor, the
nonpoor whites, and minorities in this country.

In my prepared statement, I submitted to you a rather detailed
discussion of health status based on several commonly used indica-
tors used in the health status research field. I would like at this
time to just summarize those going through the key types of indica-
tors and get on to more discussion about some of the initiatives
that we're considering at this time.

Based on about six different categories of commonly used health
status indicators, I would like to present you with the following in-
formation.

First, with respect to mortality and life expectancy, minority
mortality is one-third higher than that of white mortality. Minor-
ities are likely to die 5 years younger than their white counter-
parts in this country.

With respect to infants and maternal mortality, we are still one
generation behind that of whites. In 1977, a black baby was twice
as likely to die in its first year of life as a white baby. The infant
mortality rate is a very interesting indicator of health status be-
cause it reflects a number of different factors. It reflects the health
of the mother and it reflects the general environmental conditions.
There are a number of different factors that have to do with
whether or not a baby will survive during the first year of its life,
so it’s clearly a factor that reveals a number of disconcerting condi-
tions that exist in our inner city areas today.

Representative MITcHELL. I'm sorry to do this. You heard the
bells. There is a vote on an amendment dealing with a mandatory
balanced budget. Could we take a 10-minute recess? We'll run over
and take that vote and come right back.

Ms. JacksoN. Certainly. I'll mark my place.

[A brief recess was taken.]

Representative MrrcHELL. I thank you for your indulgence and I
think it’s always proper and fitting that you learn a little bit about
the wisdom of the Congress. The first vote was the Walker amend-
ment to a bill to construct a monument to Franklin Delano Roose-
velt. Mr. Walker’s amendment would have held that the monu-
ment could not have been built until such time as there was a bal-
anced budget. That was handily defeated and was followed immedi-
?tel})l' by the vote for the construction on the FDR monument. Keep

aith. .

Ms. Jackson, if you will resume now. Again, I apologize. Our
lives are not our own. .

Ms. JacksoN. OK. I left off having just presented some data on
infant and maternal mortality rates.

Next is reproductive and genetic health. The minority birth rate
in 1978 was 50 percent higher than the white birth rate. Minorities
- and the poor have higher rates of teenage pregnancy, out-of-wed-
lock pregnancy, venereal disease, mental retardation, and lower
use rates of prenatal care.

With respect to acute and chronic disease conditions, while for
most acute disease conditions the reported incidence rate is higher

12-348 0 - 83 - 14
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among nonminorities, there is no clear assumption here that that
means that the conditions actually occur less among minorities.
One reason for the low reporting rate that we suspect is that mi-
norities simply use services at a later stage than do nonminorities.
They wait until the disease has progressed to a'more serious stage
and at that point it is no longer considered a mild acute condition.
So while there may be indeed a higher incidence of mild acute con-
ditions among minorities, the reported incidence is lower and this,
in fact, represents some interesting patterns with respect to how
we use services and how nonminorities and persons with higher in-
comes use services.

With respect to chronic diseases, however, minorities are twice
as likely to die from diseases like cirrhosis of the liver which is
very much tied to nutritional deficiency and alcohol intake. Overall
chronic conditions are much more prevalent among minorities
than they are among nonminorities.

Accidents and injuries are reported less often by minorities than
by whites, however the impact of accidents and injuries is greater
for minorities and the poor. The impact is measured based on dis-
ability days and other indicators like that, how serious the accident
or the injury was.

With respect to mental, dental, and preventive health, minorities
are more likely than whites to be in public versus private psychiat-
ric institutions, to be involuntarily committed, and to be clients at
drug abuse centers. The disparity in dental service utilization is in-
creasing and dental health remains one of the major areas of con-
cern with respect to closing the gap.

Minorities have a higher number of missing and decayed teeth
which is an indication of the unmet need for dental care. They,
however, have a lower number of filled teeth which is an indicator
of care having been received.

Minorities and the poor are also less likely than whites to receive
pregnancy care, immunization and preventive checkups such as
Pap smears, and other types of routine physical examinations.

Two conclusions can be drawn from the data that I have just pre-
sented. The first is that for bsih the poor and the nonpoor, whites
and minorities, the investment r.{ resources directed toward im-
proving the Nation’s health status has yielded positive results. Fed-
eral policy during the 1960’s was specifically directed at redressing
the health status inequities among minorities and the poor and we
have indeed achieved success in this area. We have focused our re-
sources at financing health care through medicare and medicaid
and in turn have greatly improved access to care among these
groups. By 1978 13 percent of poor persons had not seen a physi-
cian in the previous 2 years. This is compared to a figure of 28 per-
cent in 1964, so clearly utilization has increased. Access has been
improved. :

Categorical programs such as family planning, teenage pregnan-
cy, hypertension, have also yielded positive results with respect to
the decline that we have seen in mortality rates, out-of-wedlock
pregnancies, teenage pregnancies, and overall morbidity.

The second conclusion, however, is that based on the data that I
have given you the gap remains large. The problem still exists and
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we still have health status problems to address with respect to the
residents of our urban areas.

The question, however, that seems to be at the heart of current
Federal policy is, but at what cost? Health care cost containment is
and should be of central concern to this administration. Annual
health care expenditures are nearly 10 percent of the Nation’s
gross national product, up from 5.2 percent 20 years ago. Expendi-
tures are increasing at a rate of 10 percent annually. Federal ex-
penditures for health care constitute nearly 10 percent of the Fed-
eral budget and collectively, Federal, State, and local government
finance about 42 percent of all health care expenditures in this
country, up from 25 percent a decade ago.

For the Federal Government, medicare and medicaid represent
the single largest categories of expenditures; $56 billion were ex-
pended for those two programs in 1981. The figure has doubled
since 1976. It is not surprising, therefore, that the administration
tends to focus their efforts in terms of reducing Federal spending
and budget deficits on controlling health care spending. Not sur-
prising, but distressing, that many of the initiatives that are cur-
rently being considered are at the expense of the poor and the mi-
norities, the residents of our urban areas.

Currently the President’s urban policy report has presented
changes in health and social service programs that will affect
health care in two ways. The first is a transfer of responsibility for
previously categorical programs into block grants which reduce
Federal funding for these programs. And the second is the pro-
posed transfer from States to the Federal Government of total re-
sponsibility of the medicaid program.

With respect to block grants, I won’t go into a detailed discussion
about some of the possible outcomes. Every single one of my previ-
ous colleagues here have cited for you the possible outcomes of
block grant funding, and clearly with respect. to health services
there’s no difference to be expected. It is very likely that minorities
and the poor will suffer disproportionate losses when broader com-
munity concerns are considered at state and local levels than they
would if these programs were continued to be funded under cate-
gorical funding.

With respect to medicaid, we’ve already made drastic changes in
the program by repealing a number of previous requirements that
now allow States greater freedom in limiting eligibility, reducing
benefits, and also limiting the freedom of choice that recipients
now have in selecting their provider.

We are now proposing a $15.2 billion cut in projected medicare
and medicaid spending over the next 3 years. Of the cuts in the
medicaid program, 60 percent of these will be achieved at the ex-
pense of the elderly poor. We are proposing to eliminate the medic-
aid part B buy-in requirement which will therefore return to States
responsibility for covering certain categories of the elderly poor.
We are proposing to allow States to put liens against the property
of nursing home residents. In effect, what this does is transfer back
to the beneficiaries responsibility for paying for their nursing home
care. We are, in effect, going to increase the burden on the poor,
people who are suffering from catastrophic, long-term illnesses
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which require nursing home care, and the elderly who are the prin-
cipal residents of nursing homes.

With respect to the Federal Government’s proposal to accept re-
sponsibility for medicaid, without further detail on how this pro-
gram will be operationalized, it’s hard to comment on what the ef-
fects will be, but there are two things I can say at this point.

One is that under medicaid’s current structure the only require-
ment for States is that they cover persons who are eligible under
AFDC. However, in 32 of the States additional coverage is provided
for persons who are termed medically indigent. These are people
who we call the near poor. They're not eligible for AFDC, but they
are very much in need of assistance with respect to paying medical
bills. Medical bills are often catastrophic, as we all know, and we
have many persons who would in some circumstances be catego-
rized as middle class, but faced with catastrophic illnesses they
spend their income down to a level where they become medically
indigent.

So, if the Federal Government does indeed take back control of
medicaid, unless they provide benefits to this group as well, the
States will either have to continue providing a supplemental pro-
gram for the medically indigent, or these persons will no longer be
eligible for assistance with respect to medical bills. We're hurting
not only in this case the poor and minorities, but we will hurt
many middle income families who become medically indigent when
they are faced with catastrophic illnesses.

Second, the whole notion of federalizing medicaid may indeed
have some positive outcomes. One of the problems we have faced
with respect to medicaid is one that has been cited in many other
_areas, and that is that across States we see gross inequities with
respect to how social service programs are treated. The poor in one
State are not considered poor in another State and this applies to
medicaid as well. You have people who are eligible in Arkansas
who would not be eligible for care if they were in California.

Federalization may indeed address some of these inequities.
Nonetheless, unless federalization raises benefits to the limit of the
States that are groviding care at the highest level, we will still see
people in other States losing benefits. We can’t at this point project
what the effect will be until we see more detail, but these are two
possibilities.

In effect, our new Federal policies will allow States to reduce
benefits, will eliminate coverage for certain persons, and will in-
crease the burden on the elderly and the poor for paying for their
health care services.

Aside from the impact on people, one of the principal concerns,
as Congressman Mitchell pointed out at the outset of this discus-
sion, is for our cities as an entity, and there’s a direct impact that
these policies will have on cities. At this point within our cities the
urban public hospital is the provider of last resort. That is, if you
have nowhere else to go for care, if you cannot pay for care, you
may go to a public hospital and receive care free of charge.

As unemployment increases, as we reduce benefits under medic-
aid, as categorical programs are eliminated because States are
having to make choices between competing programs and therefore
current services are no longer provided, the prevention that they're
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providing is no longer there, and the diseases that they are pre-
venting increase, the number of persons seeking care in public hos-
pitals is certainly going to increase.

At this point, the experience of public hospitals over the past 5
years provides a clear testimony to the fact that they are unable to
provide the services that the demands on their resources are cur-
rently incurring. They cannot stay afloat given the current de-
mands on their resources.

If you look at any of the major cities—New York, Philadelphia,
Boston, St. Louis, Los Angeles, and the list goes on—our public hos-
pitals are distressed. The response to this distressed situation is
either one of two things. They close or they simply are unable to
provide services, and in some cases they have been rescued by Fed-
eral demonstration funds. ' ~

With respect to closure, the burden is simply transferred else-
where. In cases such as the Philadelphia instance, the public sector
has contracted with the private hospitals to provide services. So
we're still paying for the services. They’re simply not being pro-
vided in the institution called the public hospital.

Demonstration funds provide only temporary relief. They offer
the public hospital an opportunity to increase their operational ef-
ficiency but even the most efficient hospital will not be able to re-
spond to the increased demands that we’re surely going to see in
the face of the new Federal initiatives which respect to paying for
health care costs. )

So what are the alternatives? Clearly, the. first imperative is to
address the inflationary cost of health care overall, rather than fo-
cusing our attention on ways to reduce expenditures and providing
care for the poor. Unless we address the former, the only way that
we will continue to achieve our goals of reducing health care ex-
penditures will be to continue reducing the level of services we cur-
rently provide.

Much discussion has transpired in this Congress about different
means of enacting competition in the health care sector, something
that the health care sector is currently criticized as not having. 1
believe that this idea must be pursued and with respect to provid-
ing care for the poor, one possible way of pursuing the competition
mode is through medicaid vouchers.

Vouchers are attractive for three reasons. The first one is that
the recipient has an incentive to obtain care in a cost-effective way.
If you have a voucher that is at a fixed dollar amount as your cost
of care increases, your out-of-pocket cost increases. So there is an
incentive there to look at competing plans and select the one that .
is not necessarily the cheapest but provides you the best buy, the
best services for the least costs.

The second is that the recipient has freedom of choice. If you
have a voucher you can take that voucher anywhere. And if you
recall, one of the main principles on which medicaid legislation
was passed was that we wanted to provide the poor access to main-
stream medical care, not just to medical care at the fringe or to
second-class care. Vouchers will also enable that.

The third is that this concept is consistent with current Federal
policy initiatives to both deregulate and encourage competition.
I've listed in my prepared statement some of the operational issues
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to consider in a medicaid voucher plan. I won’t go into detail on
those at this point but will take questions on them if they arise.
You can refer to the prepared statement as well.

Second, I think that we need to encourage the HMO model and
clearly using medicaid vouchers can be coupled with an HMO ap-
proach to achieve savings. HMQ’s have been shown to be effective
in controlling costs. They provide an incentive to both the provider
and the careseeker to obtain cost-effective care. In addition, HMO’s
will continue to encourage the kind of careseeking behavior that
we’'d like to see among minorities and the poor. Right now, as I
mentioned earlier, persons who have lower income, lower educa-
tional levels, and minority persons tend to delay seeking care until
the condition is at a very advanced stage. This behavior is more
costly, both directly and indirectly. The person is now at a more
advanced stage of illness and will require hospitalization and this
could oftentimes be avoided if care were sought at an earlier stage.

Finally, there are administrative reasons why an HMO model
would be effective with a voucher. The pool of eligibles under med-
icaid fluctuates as people’s status changes, whether or not they're
eligible for AFDC today or tomorrow, and this creates an adminis-
trative problem when you're dealing with third-party insurers.
This would not administratively be a problem if the HMO model
were coupled with the medicaid voucher approach.

My final recommendation is that in the spirit of this administra-
tion’s policies to encourage participation of the private sector in re-
sponding to the Nation’s social needs, the Federal Government
must enforce compliance of Hill-Burton requirements from private
hospitals. Under the Hill-Burton Construction Act, hospitals that
received capital construction investments from the Federal Govern-
ment entered into a contract, a bargain, which said that in return
for receiving funds for capital investment they will provide free
care to the medically indigent in their community. This require-
ment has not been enforced. ,

There has been debate about whether or not the States should
enforce it, whether or not the Federal Government will continue to
enforce it, and there have been lawsuits—there is currently a law-
suit pending by the AHA to reduce the level of compliance that
will be required by these private hospitals. Again, it is imperative
that we enforce compliance among private hospitals.

In 1981, 4,900 Hill-Burton hospitals would have provided 400 mil-
lion dollars’ worth of free care if they had been forced to comply
with Hill-Burton requirements.

In summary, we still have a large gap to close with respect to the
health status of the poor and minorities in this country and we
have made great strides, and I would urge this Congress to consider
alternative mechanisms that will achieve two things. They will
reduce health care spending overall, contain inflation in our health
care sector, but however we’ll achieve those goals without putting
the burden totally on the shoulders of the poor which is what it
appears the outcome will be of the current initiatives that are
being proposed. I thank you.

[The prepared statement of Ms. Jackson follows:]
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PREPARED STAMT oF DEBORAH C. JACKSON

INTRODUCT ION

Americans today are healthier than at any other time in our history.
There is no doubt that over the past few decades we have achieved significant
improvements In our nation's health status. We have made great strides in our
knowledge about and behavlor towards the factors aftfecting our heaith, in the
development of medical technology to detect and treat disease, and In the
provision of eccesslble medical care to the population. - The benefits of
these accomplishments, however, have not been equally shared by all syclal
and economic groups in our society. Desplite what many observers wo.ld choose
to belleve, the health status of the poor and of raciel minorities remains
ter worse than that of the white and the non-poor in this country.

The purpose of my presentation Is fourfold:

(1) To document the progress that has been made In achieving
social parity in health status -- and to 1llustrate the gaps
that remain to be closed;

(2) To document the importance and effectiveness of public sector
programs in helping to redress these Imbalances during the
past generation;

(3) To illustrate the importance of pursuing national cost con-
tainment objectives as an essential component of any concerted
policy to provide needed services to disadvantaged persons;
and

(4) To identity some of the effects of incentives within the
President's approach to cost containment, and to offer some
suggestions about the types of cost contalnment mechanisms and
incentives which will not erode the progress we have made as
a soclety in providing needed services to our disadvantaged
citizens.

Based on a set of commonly used indicators, the relstive health

status of minorities and the poor may be summarized as follows:

1. Mortality and Lite Expectancy. Minority mortal ity (death rate)

s one~third higher than white mortality. Minorities are
likely to die about five years younger than whites.
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Infant and Maternal Mortality. Infant and maternal health
among minorities ts still one generation behind that of whites.

In 1977, a black baby was twice as likely to die In its first
year of |ife as a white baby.

Reproductive and Genetic Health. The minority birth rate In
1978 was 50 percent higher than the white birth rate. Minori-

ties and the poor have higher rates of teenage pregnancy,
veneral- disease, and menta! retardation, and lower use rates of
prenatal care. Almost 50,000 blacks suffer from sickle-cell
anemia.

Acute and Chronic Disease Conditlons. For acute disease
incldence, the gap between minorities and whites Is closing.

However, chronic conditions are much more prevalent among
minorities. Minorities are twice as Iikely to die from cir-
rhosls of the liver (t+ied to nutritiona! deficiency and alcohol
Intake), and the incidence is growing rapldly.

Accidents and Injuries. Accidents and injurles are reported

less often by minorities than by whites. However, the impact
of accidents and Injuries (as shown by the accident death rate
and days disabled due to injury) is greater for minorities and
the poor.

Mental, Dental, and Preventive Health. Minorities are more
ITkely than whites to be In public versus private psychiatric
Institutions, to be Involuntarily committed, and to be clients
at drug sbuse centers. The disparity In dental service utili-
zation Is fast decreasing, but dental health remains closely
tied to Income and educatlon. Minorities and the poor are less
ITkely than whites to receive pregnancy cere, immunlzations,
and preventive check-ups, and are more !likely to have nutri-

tional defliciencles.

Mortality Rates and Life Expectancy. The death rate of the U.S.

population as a whole has been declining from 8.4 deaths per 1000 population

In 1950, to 6.1 In 1980 (a 27.2 percent decrease). The rate of improvement

has been greatest for black females. Nonetheless, for both

mates and females, blacks continue to have a higher mortality rate.
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Non-whites are more likely to die younger than are whites.
Life expectancy Is 73.8 years for whites and 68.8 years for non-whites.
This relationship holds true for both males and females. Llfe expectancy Is
lower for those with less lﬁcome and education.

Intant and Maternal Mortality. The Infant mortality rate Is
considered an important indicator of the health status of a population. The
first year of an infant's life, on which the rate is based, Is the period
during which infant health Is most influenced by the health of the mother and
genera! conditions of the environment. Thus, the rate reflects the influence
of factors which affect all age groups in the population.

Infant mortatlty rates in the United Stetes have declined sharply
since 1950. Although the rate is stil! high compared with some other Indus-
trallzed nations it has decreased 47 percent from 1950 to 1977 (from 29.2
deaths per 1000 live births to 13). A great disparity stil| exists, however
between white and minority infant mortality rates. In 1977, a black baby had
8 90 percent greater chance of dying in his first year of life than did a
white baby (25.1 deaths per 1000 compared to 13.3 for whites). There is also
substantia! variation in infant mortality rates of urban versus non-urban
areas. Metropoiitan areas have‘?he highest infant mortal ity rates while
suburban areas have the lowest. This pattern has remained stabled over a
number of yeesrs, however, black Infant mortality in central clflés has not
declined at the same pace as in other areas.

The factors causing Infant mortality are complex, Interrelated, and
not fully understood. Infant mortality Is strongly related to low birth
weight, especlally for non-whites, as Is Infant morblidity (fllness). In

1977, the Incidence of low=birth-weight babies was more than twice as high
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for black Infants as it was for white Infants -- 12.8 percent compared to 5.9
percent. The high rate of low-birth-welght bables appears to derive from a.
network of factors that are present dlsproporflonafaly'among minorities and
the poor: high rates of teenage pregnancy, high rates of out-of-wedlock
births, low educational levels, poor nutrition, smoking, high parity (number
of children already borne), and poor medical and prenatal care. It is
unclear whether race as a single factor has an Independent effort on this
outcome. However, It Is clear that minorities and the poor face a greater
risk given the assoclated factors.

Maternal mortality shows a trend similar to that of Infant mortality:
11+ has decllined sharply for the populetion as a whole, as well as for whites
and non-whites separately; however, the disparity between the two groups
remains. .

Abortion Is no longer a leading cause of maternal death. The
legallzation of abortion was probably a major factor in reducing maternal
mortality from this ceuse. Other femily planning measures to prevent teenage
pregnancy, out-of-wedlock births, and high parity have also contributed to
reducing the disproportionate share of high-risk pfegnancles and maternal

mort+al Ity among non-whltes.

Reproductive Health. Closely related to infant and maternal
mortality is repr;ducflve health. Minorities have a disproportionately
higher share of reproductive health problems and e blrth rate that Is 55.6
percent higher then whites (for blacks only the rate is 52.1 percent higher).
Birth rates for both groups have been declining in the last half of the
cen*ury; however, the rate of decrease has been slower for mlnorities. Much
of the differential In birth rates Is attributed to a higher teenage fertility
rate among minorities. These tend to be out-of-wedlock births which also
occur at @ higher rate among minorities and are directly related to the lower

rates of contraception among minorities. The fact that minority women are
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also less |ikely to receive prenatal care clearly affects the high Incidence
of infant mortallty, low-birth-weight babies and maternal mortality among
this group.

Acute and Chronic Disease Conditions. The Incidence of acute

disease does not appear to have & straightforward relationship to race or
income level. According to the Health interview Survey (HIS), the incidence
of reported acute conditions is higher for whites than non-whites, for each
age, sex, and Income level. Among whites, the highest incidence is reported
by the highest Income group, while among minorities, the highest incidence Is

reported by the lowest income group.

It appears that 1t Is Important to study mild and severe conditions
separately. The HIS definltion of an acute conditlion is one for which
medical attention Is sought and activity is restricted. This definition may
lead to under reporting by low-Income persons who may be less |ikely to seek
medical attention for a mild condition. Treatment is delayed until later
steges of disease more frequently among minorities than among the white
population.

Of the leading causes of death, only pneumonia, influenza, and
cirrhosis of the llver are classified as acute conditions, and these are
closely tled to chronic factors. While minority mortality from pneumonia
and Influenza Is decreasing sharply, the death rate Is stitl 53 percent higher
than for whites. However, the death rate from cirrhosis is growing, and
primarily among minorities. Though In 1950 whites were likelier than minori-
ties to dle from cirrhosis, in 1976 the minority death rate was almost twice
that of whites. Cirrhosis Is commonly sssociated with alcoho! Intake, but
its connection with poor nutrition Is receiving increased attention. Some
Investigators feel that dietary deficlencles put minorities at greater risk

of developing thls disease.
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Analysls ot the leading chronic conditions also shows minoritles to
be far worse off. Heart disease, which caused almost 50 percent of all
deaths in 1977, ls more prevalent among minorities than among whites (245.2
deaths per 100,000 compared to 217.2 for whites), though the racial difference,
Is slowly decreasing. Deaths from cancer, the second leading killer, in-
creased from 1950 to 1977 by slix percent. However, the decrease was smaller
for Black females (1.6 percent) than for white females (9.3 percent).

Stroke, the third targest killer, was responsible for 10 percent of all
deaths in 1977. Most stroke deaths occur in persons over 65, however, early
deaths (between the ages of 25 and 64) occur for blacks at a rate of 2.5
times that of whites.

Through minorities report lower rates of |imitations from chronic
conditions, thelr limitations are likely to be more severe. A more marked
difference is found for low-income pefsons, who have three times the activity
limitations of high-income persons.

Dental Health. Studies in dental health have shown & significant
relationship between dental health status (the rate of tooth decay and
peridontal disease for example) and Income, education, and race. Minorities
have historically had poorer dental health than whites. While the gap has
narrowed In recent years, minorities are judged to need dental cere at rates
50 percent higher than whites. Although the need for dental health care Is
higher among minorities, the utilization of dentat services is significantly
lower for minorities and fow-Income persons. l

The number of decayed or missing teeth is an Indication of an unmet
need for dental cere, while the number of filled teeth indicates the extent
to which denta! care has been obtained. For the poor, the average number

of missing or decayed teeth per person for persons six through 17 years of age
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Is significantly higher than for the nonpoor. The converse IS true for the
number of teeth filled. The poor have relatively fewer than the nonpoor .
Although the need for dental care Is h}gher, utilization of dental services
is lower. The porportion of poor persons with no dental visits decreased
from 62 percent to 49 percent from 1964 to 1978. For the non-poor, the
decrease was from 41 to 33 percent. The differential! in service utilization
Is decreasing, but not in proportion to the more serlous need for services
among the poor. The lack of avallablility and access (particulariy financis!
access) to dental services in low-income neighborhoods Is a major factor
accounting for the differentials in dental health status and utilization.

Preventive Health. Minoritles and the poor use preventive health
services at a much lower rate than do non-minorities and higher income
persons. For pregnancy care, minorities, the poor and low-educated are less
likely to have a physician visit In the first trimester of pregnancy. For
postnatal visits, there is no difference. between whites and minorities, but
the poor and low-educated are less Iikely to have such a visit. The poor
and less educated are less likely to have other physical check-ups as well
(for example, pap smears, eye exams, and routine physicels).

Minorities are less Iikely than whites to obtain immunizations.
Furthermore, the rete of Immunizetions for minorities Is decreasing with the
greatest differential observed for pollo vaccinations. With respect to
nutrition which has s direct impact on one's health, mlﬁorlfles have dispro-
proportionstely higher rates of deflclencies for most vitamins and minerals.

Two conclusions can be drawn from these data. The first, is that
for both the poor and the non-poor, whites and minorities the Investment of
resources directed towards Improving the nation's health has ylelded posi-

tive returns. Federal policy durlng the 1960's was specifically directed at
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redressing the health status inequities among minorities and the poor and we
have achleved signs of success in this area. Resources directed at financing
health care (specifically, Medlcare and Me&lcald)-have greatly Improved the
poor's access to care. By 1978 only 13% of poor persons had not seen a
physician In the previous two years compared to 28 percent In 1964. Cate-
gorical programs such as famlly planning, teenage pregnancy, sudden-Infant
death syndrome and hypertenslon have ylelded reductlions -in infant and
maternal mortallty, teenage and out-of-wedlock pregnancies, and overal
morbidity. We have clear signs of the positive Impacts of these programs.

The second conclusion, however, is that for minorities and the
poor, we still have a long way to go to close the gap that remains between
thelr health status and that of their non-poor white counterparts. The
questions that seems to be at the heart of current Federal policy is
"But at what cost?”

Health care cost contalnment Is and should be a central concern of
+his administration. Annual health care expenditures are nearly 10 percent
of the nation's gross natlonal product, up from 5.2 percent 20 years ago and
expenditures are increasing at a rate of 10 percent annually. Federal
expenditures for health care constitute nearly 10 percent of the Federal
budget and cotlectlively, Federal, state, and local government finance about
42 percent of all health care expenditures, up from 25 percent a decade ago.
For the Federal government, expenditures for Medlcare and Medicald, which
totalled $56 billion in 1981 represent the largest categorles of health care
expeditures. Furthermore the costs of these programs have risen at an
alarming rate, more than doubling from 1976 to 1981.

1+ is not surprising therefore, that the Administrators should
focus attention on reducing spending for health service and programs as part

of its overal! attempt to control Federal spending. Not surprising, but
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distressing that the Impact of these efforts will most certainly be to reduce
beneflits that are so critically needed by the poor snd the near-poor residing
in urban areas. While many critics of the Medicaid program charge that
increase In costs are due to providing services to the young and able-bodied
and that exorblitant protits are belng resped by hospitals, physicians and
.nurslng homes, the facts simply do not support this premise. Soar ing Medicaid
costs are not occurring because people receive too much care, nor because the
government pays exorbitent rates for care. Medicald costs sre high In large
pert due to the Increases in the numbers of eliglibles under AFDC since 1965,
the rise in medical prices generally and the growing numbers of Impover ished
sged and disabled populations. Chlldren,'fhe disabled and the elderly are
the principal reclipltents of Medicald benefits.

The President's Urban Policy Re